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_normal unsensational fact. 


Unsordid: Act 


M EN lose their capacity for astonishment very easily. Let a thing 
* be mentioned often enough and -they begin to. accept it as a 
Few things have been mentioned more 
persistently in the last ten months than the chances and ‘the hopes and 
the possibilities offered by the Marshall Plan. Insensibly, people have 
grown used to it. Its fabulous quality has been stripped away. But 
this week, since the Plan is no longer just a hope or a chance but a 
concrete reality—an Act approved by Congress. and signed by the 
President, provisional funds already. granted, ships already sailing 
with supplies from American harbours—this week, it is fitting that the 
peoples of Western Eurore should attempt to renew their capacity for 
wonder, so that they can return to the United States a gratitude in some 
way commensurate with the aid they are about to receive. For a day 
or two, the Marshall Plan must be retrieved from the realm of normal 
day-to-day developments in international affairs and be seen for what 
it is—an act without peer in history. 

In time of peace, in order to aid nations geographically remote and 
politically separate from the Americas, at a time of great internal 
shortages, the United States is ready to give away over $5 billion worth 
of commodities as the first instalment of a wider programme, to give them 
for peaceful economic reconstruction and, save for minor exceptions, 
to give them without political conditions of any sort. A year ago, the 
project would have been inconceivable—Congress was then making 
desperately heavy weather over only $400 million for aid to Greece and 
Turkey. Ten years ago, such an initiative would have driven the 
nation en masse into the arms of the America Firsters. And search 
back as one may through the annals of the United States or of any other 
Power, there is no record of a comparable act of inspired and generous 
diplomacy. 

So, with their sense of astonishment restored, the peoples of Western 
Europe must offer their thanks to the American nation who, through 
their Congress, have now spoken for the Bill. It will be difficult, after 
this demonstration of international solidarity, to go on repeating the 
old gibes about American isolationism, the old complacent ref 
to American political immaturity. In recent months, the A 
public, in its eagerness for information, its sustained interest in foreign 
affairs, and in its acceptance of positive and onerous international 
responsibility, is rapidly qualifying for the title of the least isolationist 
and self-absorbed of peoples. And this development in turn is due, 
above all, to the work of a small group of leaders, on whose vision and 
devoted labours the successful development of the Plan has depended, on 
Mr Marshall and Mr Acheson for the sweep and courage of the initial 
project, on Mr Vandenberg and Mr Lewis Douglas, among many others, 
for the skill and patience—and speed—with which it was piloted through 
both Houses of Congress. This last point of speed is clearly vital. 
How often in the last twenty years has the reaction of democracy come 
too little and too late ; but this time, the initiative has been captured 
and held by the party of freedom It is true that the Russians carry a 
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large measure of responsibility for the breakneck speed (by 
American standards) of the debates on the Pian in the House 
of Representatives, all of which tock place after the Communist 
coup in Prague. But there is no reason pee that, without 
the lesson of Czechoslovakia, the House of Representatives 
would have given a decision different from the Senate’ S, for 
which the ground-work had been fully laid before the seizure 
of Czechoslovakia, even though the debate might have been 
larger and more discordant. Nor has the Bill been loaded with 
military and strategic commitments or diverted in any way from 
its original fundamentally constructive and pacific purpose. It 
emerges from its Congressional ordeal as it went into it—as a 
Bill for the peaceful economic reconstruction of Europe. 


x 


Nevertheless, there is a warning to Europe in the extent to 
which Russian action has speeded up the final phases of the 
For the sake of peace in Europe, it must 
be hoped that, as the Plan develops, its pacific character will 


Marshall debate. 


become more and more obvious, Russian opposition will decline 
and the effectiveness of Communist opposition be hamstrung 
by growing economic prosperity. When in a year’s time, and 
two years’ time and three years’ time, the further appropriations 
come to be voted by Congress; it should be assumed that the 
spur of the Communist menace may be less sharp than it is 
today. 
a sufficiently worthwhile end in itself ? Will the prospect of 
continuing a pacific effort of international reconstruction be 
compelling enough to call forth further dollars ? 

The answer lies in one thing only—the way in which the 
European nations themselves go about their work of recovery. 
Nothing could be more misguided at this moment than to 
throw one’s cap in the air and believe that the “ battle for 
the Marshall Plan” has been fought and won. The 
Americans are moving up the heavy guns and the mechanised 
units, but the use the European general staff will make of 
them cannot yet even be hazarded. The operation that lies 


Under such conditions, will Congress find the Plan 
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ahead is one that calls for the last reserves of energy 

in the Sixteen Nations. Energy they must exhi 
the bulk of the productive effort falls on 
Marshall aid for all four years is 
to only some § per cent of the total output Meccary! 
the targets laid down in the Paris Report. And And ra | 
less essential, since the use of that-§ per cent may make all the 
difference between Europe’s present halting, jamming —_ 
and the reactivation of the whole machine, 

As the latest report of the Economic Commission for 
points out, the actual recovery of production in Europe is 
substantial. What is lacking is the free circulation and 
of wealth made possible by active and balanced trade. The 
European economy is like a machine with three or four essential 
cogs missing. These the American § per cent is designed 
to supply. But their restoration is not automatic. In the 
two years Europe has already received some $9 billion and | 
will not receive a larger figure in the next two. If the results 
in 1949 are to be different from those of 1947, the Sixteen 
must fulfil their side of the bargain by solving together in | 
the closest collaboration the problems which eluded them 45 
long as they acted separately in sixteen jealous and independent 
sovereignties. If they so act, there is a chance of the Plan 
succeeding in Europe. If they do not, their failure will spell 
the end of Congressional interest and with it, in all probability, | 
the loss of the later appropriations. 

It is too early to judge the likely scale of Europe’s per- | 
formance. The final form of the Continuing Organisation is 
still undecided. No appointments have been made, no names 
mentioned. So far there is not the material to decide on either 
the probable scale of effort or the seriousness with which the 
Governments are facing their new responsibility. But it is not 
too early to say, with categorical certainty, that the succes 
or failure of the Plan now lies. fairly and squarely with the 
Sixteen Nations. They have been given the tools. It is now 
for them to finish the job. 





Courage Within Limits 


HAT Sir Stafford Cripps ought to have done in his 
Budget, if he had been a free agent, was to cut the 
total of expenditure by at least £400 million—finding the 
economies, chiefly in the food subsidies—and then to reduce the 
burden of taxation by roughly one-eighth or one-ninth while 
keeping. his surplus intact. He came as close as it was 
reasonable to expect to saying that he would like to do this 
—‘‘in theory the food subsidies might be inflationary "—but 
that the trade unions would not let him—“ in practice they had 
in the particular circumstances of today precisely the opposite 
effect, since they restrained the demands which would otherwise 
“inevitably arise for increased personal incomes.” So the average 
family has to go on being taxed 12s. to 14s. a week more than 
it need be, in order to get the same sum back in subsidies. 
Within the limits set by this major absurdity, the Budget 
was, in the main, a sound and competent, even a courageous, 
performance. A particular word of appreciation needs to be 
said for the form in which it was cast. Not only was the speech 
a model of lucidity and fairness, it also went much further than 
ever before in setting the fiscal arrangements of the year in 
the framework of economic policy as a whole. There can be 
no question that this new practice is right, and one must hope 
that, like the amalgamation of the functions of chief financial 
and chief economic minister, it will never again be abandoned, 
as it was, inexplicably, by Mr Dalton, the professional economist, 
The same welcome can be given to Sir Stafford Cripps’s innova- 
tion of distinguishing between the formal surplus shown in the 


orthodox Exchequer returns and the “ true ” surplus of receipts 
over expenditure. 

The chief risk to be faced in connection with this year's 
Budget was that the pressure on the Chancellor to give away | 
his surplus would be too great for him to  resist—especially 
since the prospective surplus for 1948-49 turns out, on the 
official estimates, to be larger than any outside commentators 
had expected. In the conventional form of accounting and on 
the existing basis of taxation, it would amount to £778 million. 
Even in the Chancellor’s new and more rigorous notation, the 
prospective real surplus would be £319 million. By any form 
of calculation, these are enormous figures, and it took a politician 
of courage to refuse to allow them to be nibbled at. In point of 
fact, the various changes that Sir Stafford’ proposes have the 
net efect of slightly increasing his surplus, to £790 million by 
the one method of calculation and £330 million by the other. 
For this basic element in his Budget-making Sir Stafford 
deserves the fullest praise. It is, of course, impossible to detet- 
mine by any absolute test how large the real surplus ought to 
be in present circumstances. But it is hard to see how it cam 


be put at less than £300 million if even the reduced 
programme is to be carried through without further inflation 
The changes in taxation that the Chancellor proposes, within 
a.revenue total which is to be substantially unchanged, were 
‘also, with one large exception, soundly conceived. It is cer 
tainly right to increase the load on indirect taxation, which has 
few disincentive effects, in order to relieve direct taxation, which 
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has many... The relief has been. given, where it is most needed 
and where. it. will do: most ,good—that is, in the absence of the 
long overdue complete reform of the. Ancome-tax system (which 
Sir Stafford did not mention). An increase in the slice of 
income subject to tax at a reduced rate and an increase in the 
earned income allowance. were obviously the most. valuable 
income-tax concessions that the Chancellor could give and he 
deserves a grateful word for extending the benefits to the middle 
class. It is clearly right to put a stop to the open evasion of tax 
by way of expense allowances. The changes in Purchase Tax 
are less logical, since on balance they are inflationary ; but the 
balance is a small one, 


x 


_ There is, in fact, only one part of the Budget which does not 
call for more or less unqualified commendation. This is the 
Special Contribution that is to be levied on the investment 
income of the richer individuals, on top of their income tax and 
surtax, as a specific alternative to a capital levy. The effect 
will be that, fer a single year, the combined rate of income tax, 
surtax and Special Contribution on the top slice of the largest 
incomes will be 29s. 6d. in the £, or 1474 per cent. A single 
man who had an investment income of £50,000 in 1947-48 
will be liable to pay taxes of £69,243. Different people will 
have different views about the justice of mulcting rich men ; 
there is no absolute standard of judgment. But the economic 
effects are another matter. There is a genuine economic 
argument in favour of dissuading individuals from living on 
their capital. Consumption expenditures in excess of 
income have a definitely inflationary effect ; and though the 
volume of spending by rich people out of capital is probably 
not large in the aggregate, it is very conspicuous. The ideal 
way of stopping it, of course, would be by a special tax on 
expenditure in excess of net income—if anybody could think 
of a practical way of assessing such a tax. In its absence, it 
may be argued that to compel the rich to dip into their capital 
for the tax collector will act as a severe deterrent to making 
further inroads on it for consumption expenditures and will thus 
induce some economies. This, presumably, is the economic 
argument for the Special Contribution. There is some sub- 
stance in it, but the connection is both indirect and uncertain. 
But the new tax will have other economic effects as well. It 
is one more blow at voluntary private savings. The large 
private investor must have a very stout heart if he does not now 
abandon the struggle, put all his money in a safe bank and draw 
on it for his needs. The disappearance of the rich private 
investor may or may not be an edifying spectacle. But it will 
certainly be bad for the tax collector, who will have to find 
his revenue trom slenderer purses. And unless some substitute 
is provided to perform the functions that the large investor has 
hitherto discharged, it will be very bad for the national economy. 


+ « «for twenty-five years—£1,000. 
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If the capital requirements of the country can no longer. be 
financed out of private savings, they will have to be financed 
out of Budget surpluses. Is it generally: realised in the Labour 
Party that “‘ soaking the rich ” leads inevitably, and by a double 
route, to a higher level of taxes on smaller incomes, firstly 
because more revenue will be needed to finance the capital 
programme, and secondly because there will be fewer large 
incomes to get it from ? 

These reflections apply to. any form of capital levy. But the 
particular form proposed by Sir. StaffordCripps is open. to. still 
another objection. It isa levy which will admittedly have to be 
largely paid out of capital, But it is assessed upon, and its 
burden is proportional to, the income received. This means 
that if capital was invested in enterprise and earned a higher 
yield, not only does it get no reward for so doing, but it is 
actually penalised. This can be seen by imagining three men, 
each with a capital of £1,000,000, the first of whom invested it 
in enterprise and secured, last year, a return of 5 per cent, while 
the second invested in gilt-edged securities and got 3 per cent 
and the third was content to leave his money on current account 
at the bank. It can further be supposed that each man spent 
£10,000 on consumption last year. The net effect of Sir Stafford 
Cripps’s new. proposal, taken together with income tax and 
surtax, is that the first man has to draw on his capital to the 
extent of £29,243, the second of £19,743, and the third of 
£10,000. In short, the first man is very heavily punished for 
doing what is surely his duty to the community. There has 
been too much of this fiscal,lunacy in recent years. The 
iniquitous profits tax is bad enough; but this new proposal 
beats the band. If there must be a capital levy, let it at least 
be levied on capital, And if that is administratively impossible, 
then the conclusion should be to have no capital levy, rather 
than to do something that runs directly counter to common- 
sense. In a country whose chief economic problem is a shortage 
of capital, any form of capital levy must be a very dubious 
expedient, and this particular levy is about as bad an example 
of the species as could be desired, 


* 


In short, no sort of case can be made for the Special Contri- 
bution unless it can be believed to be, as Sir Stafford declared 
it, a once-for-all expedient. In that case there is no occasion 
for those who are subject to it to act as they would do in the 
case of an annual tax. But surely it is childish to suppose that 
it will be non-recurring. Any tax which is administratively easy 
and brings in revenue without costing many votes will always 
be repeated. Investors have been put upon notice that they 
should so arrange their affairs as to avoid having any income, 
and the whole national economy will inevitably be the sufferer, 

Perhaps it would be wrong to be too harsh on Sir Stafford 
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for this new proposal. The trade unions had made it clear that 
one of their conditions for reluctant agreement to the policy of 
wage stabilisation was that something should be done to capital, 
and this was probably the only thing that could be done that 
would be sufficiently spectacular without breaking the back of 
the Inland Revenue. But when a veto on any interference with 
the subsidies is followed by insistence on a capital levy of a 
harmful type, the combination makes a most distasteful picture. 
So long as the trade unions refuse to do their plain duty to the 
community until they have forced the Chancellor of the 
Exchequer not only to refrain from doing what he ought to do 
but also to do what he ought not to do, it will be impossible 
to claim for Labour Socialism that it is a system of scientific, 
or even of rational, control of economic affairs. 

It is a pity that this blot had to be made on what is other- 
wise a sound Budget. Its excellences can be seen by reflecting 
on how Mr Dalton would have played politics in the same posi- 
tion, obfuseating and envenoming the issues as he did so—he 
gave a good example of his style in the second day’s debate. But 
it is only within the context of a single year that ‘this is a good 
Budget. It does the right thing for the moment ; but it makes 
little contribution to the long-term problem of Government 
finance. Sir Stafford said that Government expenditures—“ all 
those national activities which we have decided to undertake in 


Atomic Bombs for Two? 


HE effort to find an agreed international method of con- 

trolling the use of atomic energy has failed, after two years 
of debate. If the world were not so harassed with other cares 
it would be pausing in its work and_ politics to ponder what this 
means. For the moment it means simply this: that the United 
States will probably continue to make atomic bombs, and to 
pursue the research into the application of atomic power in 
which it holds such a formidable lead ; and that Russia—if it is 
already in the race—will try very hard to reduce this lead by 
every means in its power. To make matters worse, it will 
probably be impossible for either Power to tell how the race 
is going. That uncertainty, rather than the certainty that 
atomic bombs exist and can be used, is likely to influence pro- 
foundly the international politics of the next decade—if it is 
allowed to continue. It is a prospect that must deeply disturb 
the. bystanders, among whom are likely to be Britain and its 
allies of Western Europe. The prospect is in fact intolerable. 

It is important to realise just what Uno has failed to do— 
through no fault of organisation or goodwill. It has failed to 
find a method of international control to which the Russians 
and the eastern bloc will agree ; but it has certainly not failed to 
find a method which looks like-being workable and fair. In 
other words, it would almost certainly be possible to provide 
a large measure of security against the misuse of atomic power 
for warlike purposes if the Russians would change the‘r present 
attitude, or if the distrust between them and the Americans 
could be allayed. For what isthe root of the disagreement 
which made Uno’s Atomic Energy Commission last week and 
its working committee this week throw in their hands at Lake 
Success? It is simply this: that the Russians will consider 
and accept no system of’ international control until the 
Amerficans have destroyed their stocks of atomic bombs and 


subscribed to a pledge never to use atomic weapons ; while the” 


Ameticans refuse to submit their bomb, stocks, their produc- 
tion plant and “ relevant scientific information ” to international 


inspection and control until a fully adequate system of control 
has been established. 


Put in this way, the diplomatic deadlock looks not unfamiliar ; 


common ‘bécause we regard them as’ of importance" 
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absorb in 1948 “ only ” about 22 per cent Of the national inéone 
compared ‘with 16 per cent in 1938. But’ the additional 6 pet 
cent must be subtracted either from capital *xpenditut vhidl e 
would be disastrous—or from : ch rdiy 
be popular. Moreover, the proportion will i too probably He 
as the inflationary element disappears from the ‘national income! 
It should be realised by the whole nation that’ there yh 
hope of any large reduction in taxation until the scale’ 
Government expenditure is reduced. This year’s surplus ~ 
fully accounted for by non-recurring items of revenue. Mois: a 
over, tax revenue will fall much faster than expenditure es : 
the inflation ends, The public will not always be willing to 
over enormous sums in duties on tobacco and alcohol and j 
may well be necessary in a few years’ time to increase the ie 
of other taxes if the present level of government expenditure ij 
to be maintained. Sooner or later this question will have to 
faced. Which would the British people rather do—accept™ i 
permanent continuance of the present, or an even higher, | 
of taxation, or revise its opinion of the importance of some : 
“those national activities which we have decided to unde 
in common”? Nobody but the people will have the a 
answer ; but it would be a poor service to them to mislead them 
into believing that they can dodge the question, 


i. & 7 ee 
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there appears to be little to.choose between the disputants. But 
when it is remembered that the Americans solemnly offered over 
two years ago to surrender not only what they believed to be 
their monopoly of a decisive weapon, but also their superior 
resources for bringing about the expected revolution in indus 
trial technique through atomic power—moatters look some+ 
what different. And when it is realised that, after months. of 
discussion, the Russians were unable to secure a_ single inde 
pendent vote in the Uno working committee in favour of their 
alternative proposals, matters look entirely different. There 
must, in any atomic control scheme, be an element of good 
faith. But the great strength of the American proposals is that 
they reduce to a minimum the extent to which nations are asked 
to repose their safety merely in the unsupported promises of 
other nations. The Russian proposals provide no other safe 
guard, which would turn the present American advantage 
into a severe disadvantage, for while any promises given by 
the United States Government—or by any other Wester 
government—will be policed by the full force of uncensored — 
public opinion, nobody can have any idea of whether a Russian 
promise-is-being-kept-or not. Indeed, it looks-as if the Russians 
are either without the technical knowledge to grasp the signi- 
ficance of the American proposals for international control, or 
that they really prefer the prospect of an atomic war to any 
surrender of their national sovereignty. Mr. Gromyko has given 
the impression that the second explanation is the fight one} 
but, to be quite fair to him, it is difficult to imagine. intern 
tional inspectors having the run of plants and mines in the 
Soviet Union for a long time to come. Likewise it is difficult 
to imagine a satisfactory scheme of international control and 
inspection being established within five, or even more, years, 
during which time the United States would retain all its present 
advantages; including a dominant voice in the framing of the 


scheme. In fact both Americans and Russians are trying t0 


sell one another a pig in a poke ; tie giflerence beret 
being that the Russian pig is probably dead. as 


Sarto aey be werhig- thal ae ae 
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policy. He does not say that the American proposals are techni- 
cally faulty, or that they would offer no security, or that they 
could not be enforced; what he says is that the Americans 
arrogantly insist.on their plan and nothing but their plan, that 
they refuse to outlaw atomic weapons, and that their proposal 
of an international control agency shows a desire to interfere 
in the affairs of other states—the same objection as was made to 
the Marshall Plan. 


This summary is no tendentious simplification of what Mr 
Gromyko said ; it is taken from the Tass report of his speech 
a fortnight ago before the working committee of the Atomic 
Energy Commission. As if to rub im the negative character 
of his approach he insisted that “the problem of international 
atomic energy control is first and foremost a political problem.” 
That may well be true in present circumstances ; but it is the 
Russian attitude that makes it a political, and prevents it from 
being a technical problem. And Mr Gromyko deepened the 
despair of his colleagues by saying that his government could 
not agree in advance to any technical proposals for control that 
might be made, even if its demand for the outlawry of atomic 
weapons and the destruction of existing bomb stocks were met 
by the Americans. 


¥ 


If Mr Gromyko is now primarily interested in politics, it is 
fair to say that the Americans started by being primarily inter- 
ested in technics. The excellent work done for Mr Byrnes two 
years ago by the Lilienthal Committee made them confident 
that they really had a practicable scheme, a scheme so good 
that they were prepared—with British and Canadian approval— 
to surrender most of their advantages in the atomic field if the 
other Powers could be brought to accept and work it. They 
wanted to take the matter right out of politics by setting up a 
control agency outside the Security Council, able to decide 
and act without any interference from the veto of its members.* 

The Lilienthal Committee foresaw and rejected in advance as 
inadequate almost every proposal subsequently made by the 
Russians. They rejected outlawry of atomic bombs because 
development of atomic energy for peaceful purposes and for the 
production of bombs is interchangeable and interdependent ; 
also because the outlawry of gas warfare did not prevent nations 
building up large stocks of poison gas. They rejected mere 
pledges by governments, because existing governments do not 
trust one another sufficiently to take any comfort from the 
pledges. They rejected the inspection of all production of 
fissionable materials, because they found such supervision would 
demand huge and expert staffs of inspectors employed on pure 
police work—the kind of work no self-respecting scientist would 
willingly accept. (The Lilienthal Committee estimated that 
control of one diffusion plant alone would need 300 inspectors.) 

So, by elimination, they came to the following criteria for a 
scheme of control: it: must reduce the problem of enforcement 
to manageable. proportions ; it ‘must provide reliable and 
unmistakable “ danger’ signals” of any misuse of atomic 
materials ; its work must be not merely “* negative and: police- 
like,” but must also “ look to the promise of man’s future well- 
being.” Finally, and most: important of all, the Lilienthal Com- 
mittee argued that the organisation of security and the beneficial 
development of atomic energy be entrusted to the same hands. 
In other words scientists of all:nations must be challenged to 
do their best in am international effort to prevent the worst uses 
being made of their work... 

The train of reasoning leads directly to the main feature of 
the American case: an international agency must be formed 
“ conducting all intrinsically SPREE operations in the nuclear 


* A useful: summary of 
illuminating discussi of = wean 
ramble ented * At © Ate Atomic Energy,” bole rable, ‘by the Royal Institute 
of International Affairs ‘ine (128 pp., 4s. net). 
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field.” These include the’ mining and surveying of 
raw materials, the mae wien of fissionable materials, such. as 
plutonium and U 235, and the use of these to make atomic 
weapons. The agency would have to control the world’s sup- 
plies of uranium and thorium ; it would itself conduct research 
both for warlike and peaceful ends ; it would have a monopoly 
of the primary processes of producing fissionable. material— 
that is, of those primary processes which, being common to 
bomb manufacture and to peaceful uses, are dangerous te leave 
in national hands; but it would make possible the widest 
development of peaceful projects by providing all-nations with 
supplies of “denatured” fissionable material—that is,, material 
potent enough to generate power but not to make bombs. The 
task of inspection would then be reduced to the detection of 
primary plants and of plants to remove the “ denaturing” 
element—both of which would necessarily be very large plants, 
easily detectable from the air. 

Such a scheme, by reducing inspection to the minimum, 
reduces infringement of national sovereignty to the minimum. 
It is the technician’s attempt to seduce the politician into 4 
surrender of sovereignty ; but it is not seductive enough for 
Mr Gromyko. The ingenuity of the American proposals is largely 
due to the fact that the Lilienthal Committee was able to consult 
the experts who have gone furthest in studying the industrial 
and military possibilities of fissionable materials. These men had 
had a memorable experience of wartime comradeship between 
the leaders of their profession in different Allied countries 
which has influenced their whole approach to future problems. 
And it is this conception of an international scientific service 
which puts the Lilienthal report far ahead of other proposals 
which have been made. Yet it is only fair to recall that the 
report pays the most careful attention to the needs of American 
security ; that the international agency it suggests is meant to 
leave nothing to chance ; and that the thought. is always. with 
its writers that the American advantage in atomic weapon 
research is unlikely to be held for more than a few years. Indeed, 
it is probably this thoroughness which gives the American 
proposals the authority and air of dogma to which Mr Gromyko 
objects so strongly. 

* 

So. long as the Russians wish to regard. the question as 
political rather than technological, so long will it remain so— 
at any rate between them and the Americans. But is there any 
reason why it should remain so at this stage with other members 
of Uno? Is there no way out of the present deadlock to be 
found by members of the Assembly ? Apart from Russia, there 
cannot be more than a handful of nations likely or able to under- 
take extensive research in the nuclear field ; and those nations 
are likely to remain on terms of friendship and trust—if not of 
alliance—with the ‘United States. Why then should not the 
American scheme be adapted to fit the needs of those nations ? 
They can offer important contributions—scientists, engineers, 
sources of power, space, indispensable deposits of raw materials 
(for example, in Canada and Africa) and above all common 
political and professional traditions. Little though members of 
this group may need protection one from the other, the funda- 
mental security ideas of the Lilienthal report could be tested 
among them. Moreover, such co-operation and such expansion 
of the American enterprise in the atomic field would surely 
make quicker the progress towards applying atomic power to 
“man’s well-being.” 

To set up such an agency in North America and Western 
Europe would have obvious disadvantages: it would be 
denounced as a further move in the division of Europe, as 2 
piece of American imperialism, as a direct threat to Russia. 
But these charges are brought automatically against any act of 
international organisation which escapes the Russian veto ; and 
the tackling of technical and administrative problems of inter- 
national collaboration cannot wait indefinitely on the mood of, 


574 


Moscow. Moreover, it may well become obvious to the 
Russians, as time goes on, that the association with the United 
States of such countries as Britain, France and Holland, will 
prove a restraining and pacifying factor in American policy ; 
that atomic power controlled by a Western agency is for them 
less dangerous than atomic power controlled by the President 
of the United States. 

The cue now is surely for the Americans to invite those who 
accept their control plan in principle to consult further on its 
execution, making it clear to the Russians that its practicability 
is to be demonstrated in circumstances where grave political 
difficulties do not arise. If Mr Gromyko continued to find the 
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political obstacles insuperable, he would have the consolation 
of knowing that atomic weapons had become available to several 
governments instead of to one. For it is this which must w 
him and his countrymen—as it worries millions in Europe? the 
thought that months and years of uncertainty must pass befote 
it is generally known whether there are atomic bombs fortwo 
or for one. . If there cannot be full international control, and¢9 
long as the Soviet Union goes on defending national sovereignp 
in its curiously reactionary way, let the Americans:go on maki 
bombs. But let “kindred souls” share the cost and the know. 
how—and such security against sudden attack as they provide 
For there would be great comfort in numbers. ; aq 


Offensive Against Monopoly 


T would be pleasant to be able to offer an unqualified wel- 
I come to the Monopoly (Inquiry and Control) Bill, which 
was published last week, and on which some brief comment 
appeared in last week’s issue of The Economist. That there 
should be such a Bill at all is certainly something to cheer about; 
the attitude of authority towards monopolistic practices, ever 
since the first World War if not earlier, has been compounded 
of fatalistic defeatism, condonation, active encouragement and 
outright prescription. Restriction-mindedness in industry, bred 
out of successive depressions, lost little ground in the interven- 
ing good times ; and on several occasiors between the wars, 
Governmental action encouraged or actually enforced mono- 
polistic combination—as when the steel industry was ordered to 
organise itself into a tighter association as the condition of 
getting an import tariff, or when the coal mines were forced 
into a cartel by the Act of 1930, or when the various Marketing 
Boards were imposed on agricultural distribution. And, of 
course, wartime concentration and controls generated numbers 
of organisations with almost unlimited capacities for restric- 
tive mischief. If the present Bill marks a real turn in the 
tide and the beginning of a reversal of the policy of fostering 
monopoly and discouraging or eliminating competition, it is a 
portent that should not be disregarded. The sceptic may be 
forgiven for saying that he will wait and see whether there is 
any real change in the Labour Party’s—or in the Opposition’s 
—attitude towards restrictionism, and that meantime he will 
prefer to regard the Bill as no more than a politician’s attempt 
to provide an alibi against the charge of restrictionism. But 
even if this more cynical view is correct, it is something that 
the vice of restriction finds it necessary to pay some tribute to 
the virtue of competition. That, in itself, would be some 
advance on the position of the 1930s. 


It is pleasant, too, to find this Bill emerging as the product 
of a Socialist Government. Though private monopoly is a 
universal target of theoretical Socialist criticism, one school of 
Socialist thought certainly dislikes it much less in practice than 
in theory. For one thing, it is—according to this school—an 
inevitable step in the foredoomed decline and fall of capitalism, 
and any effort to forbid or prevent it is a vain attempt to salvage 
the unsalvageable (and in any case not worth salvaging) wreck 
of the competitive system. Moreover, a tightly knit industry, 
integrated under monopolistic or near-monopolistic control, is a 
much handier subject for socialisation than one composed of 
multitudes of smal] competing enterprises, inconvenient and 
elusive elements in a programme of Gleichschaltung. At the 
very least, they are more convenient bricks for a planners’ 
edifice. Let capitalism do its own concentrating and the task 
of its controllers or expropriators will be all the easier. More- 
over, the trade unions find some attractions in monopoly. It 


is easier to negotiate with a tightly knit employers’ association; 
the closed shop and the cartel are obvious partners. But it is 
another school of thought in the Labour Party, a more liberal 
school, whose hand can be discerned in this attempt to make 
private enterprise fit to live with instead of fit for suppression ; 
and the ascendancy of that school can be welcomed — 
reservations, even if its products can not. 


x 


Reservations, indeed, there certainly must be about the Bill, 
The machinery of investigation, for one thing, is weakened at 
the start by the provision that the Monopoly Commission may 
only investigate at the specific direction of the Board of Trade 
—a restriction for which it is hard to think of any good excuse, 
and which might weil prevent the investigators from following 
trails which lead across the arbitrarily defined frontiers of 
industry. More important is the glaring and specific exemp- 
tion, from the unwelcome publicity which is the chief result 
be expected from the Commission’s enquiries, of trade union 
activities and also of monopoly practices “ expressly authorised 
by or under any enactment ”’—a provision which presumably 
places outside the Commission’s terms of reference not only the 
whole body of nationalised industry but also the appalli 
jumbie of restrictionist regulation dating back to the inter-war 
period and the founding of the Marketing Boards. As it is pre 
cisely in these fields that some of the most myopic and idiotic 
examples are to be found, the Commission’s usefulness is 
grossly diminished by their exemption. The reasons why the 
trade unions have been ruled out, either directly as subjects of 
investigation or indirectly as affecting wage contracts in firms 
being investigated, are obvious enough, but none the better for 
that. It would be easy for some future Government, less firmly 
under the trade union thumb, to amend the Act so as to do 
away with this unsavoury piece of political favouritism, were it 
not that the Conservative Party’s proposals, published on the 
day before the Bill, for some inexplicable reason make the same . 
exemption. But a Conservative Government would presumt 
ably not feel the same hesitation in turning the Commission 
loose to report anything “ contrary to the public interest ” about 
the conduct of the British. Transport Commission, the National 
Coal Board, or the British Electricity Authority. eam 

But the Bill has a less easily remedied weakness, a weak- 
hess constitutional in every sense of the word. “The Com- 


mission are required to investigate and to report on practices 
contrary to the public interest ; the relevant Minister i is given 
Dawer $0 sct.en the seckipt-ob shels inconts but no 
whatever are laid down about what does and what does nor ¢om 
stitute an injury to that interest. Such and such a practice, Say, 
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visibly and undeniably raises prices, 1s it against the public 
interest ? But it ensures stability ; and, regular employment ; 
and the survival in good trim of key firms in a key industry, 
which ought not to be irresponsibly imperilled by competition. 
Indeed, is competition itself in the public interest ? It has 
come to be regarded by wide sections of the public as so 
dangerously anti-social that the word “competition” is rarely 
allowed nowadays to appear in public without being: safely 
handcuffed to one of its recognised guardian . epithets— 
* ruinous,” “ wasteful,” or “ cut-throat.” Surely, it will always 
be argued, the public interest, though superficially impaired 
by a price-fixing (and price-raising) agreement, is, in fact, well 
served? This is an argument likely to appeal to Commissioners 
appointed by a Government most of whose members reject 
with shudders of intellectual horror the notion that the public 
interest can possibly be indicated, still less served, by move- 
ments in prices. A Commission doomed to grapple, industry 
by industry and firm by firm, with special pleading of this 
sort, unassisted by any standard of reference or precedent 
whatever, will have to be extremely able and pertinacious and 
extremely lucky to accomplish anything at all in the way of 
coherent judgment—let alone recommendation to action— 
except in the most glaring cases of public exploitation. 

But if the Commission lacks the moral support and practical 
guidance of an agreed body of principle, the Administration is, 
on the other hand, given powers of disquieting breadth and 
vagueness. Clause 10 of the Bill provides that the relevant 
Minister (who may be the President of the Board of Trade, 
the Minister of Supply or Food, or any one of half a dozen 
others) may take any action that he sees fit—with explicit 
exemption from having to follow in any way the recommenda- 
tions, if any, of the Commission—in respect of matters concern- 
ing which the latter has reported the possible danger to the 
public interest. He can discriminate between different firms 
and industries precisely as he pleases. He can permit the 
continuance of dubious practices on such conditions as he 
cares to impose—and one can imagine the sort of shady horse- 
trading which might follow—a closed-shop agreement bartered 
against a conditional sales agreement, a monopoly grant as the 
reward for moving to a politically desirable area, and so forth. 
Like the Commission itself, the Minister is given no guiding 
principles whatever. His Orders must, it is true, be approved 
by affirmative vote of each House of Parliament before they 
have the force of law; but given the present congestion of 


‘ Parliamentary business and the present rigour of Parliamentary 


discipline, everyone knows how much that safeguard is worth. 
Two of the basic principles of justice used to be a certain law 
and an impartial tribunal; Clause 10 substitutes” for this 
arbitrary powers of economic life and death, to be wielded by 
a political Minister according to no known principle. There 
are all too many precedents for this sort of thing, but they do 
not make it any the more justifiable ; on the contrary. There 
is too much scope already for pressure groups ; in any other 
country but this the outcrop of downright graft would already 
be great ; and even here there is such a thing as putting too 
great a strain on the integrity of men in public life. 


* 


The Bill, in short, does at once too much and too little. The 
main public service that can be rendered at present is in esta- 
blishing and broadcasting the facts about monopoly and restric- 
tion and their effects. In this respect the Bill is far too timid. 
It is difficult to see why any limits whatever should be 
placed upon the ascertainment of the truth. The Commission 
should neither be limited to the instructions it receives from the 
Board of Trade nor debarred from entering any field. Nor 
Should there be any. restrictions upon the publication of its 
findings, save such as are genuinely necessary to protect trade 
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secrets or national security, Who exactly is it who is afraid of 

But when it comes to:the matter of action to be taken on the 
facts, the Bill is rushing at its fences, Before anything effective 
can be done by way of legal action against monopoly and restri¢- 
tion, two preconditions are necessary. The first is that there 
should be an aroused and articulate public opinion, conscious 
of the dangers of restrictionism and ready to support prohibitive 
action. So long as the majority of the public believes, as it does 
now, that restrictionism (called by politer names, of course) 
is good rather than bad, no Commission and no Government 
will be able to do more than nibble at the problem. The second 
condition is that some principles of economic justice should be 
drawn up, so that business men may have an idea, as precise 
as may be, of what they may do and what not, and so that the 
enforcing authorities may have something other than their own 
prejudices to guide them. 
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Neither of these two conditions exists today. The first step 
in any campaign against restrictionism should therefore be to 
create them ; and the way to do that is to provide the factual 
raw material for an educational campaign. After the Commis- 
sion has provided enough facts, it, or some other body, should 
be given the task of sifting them and of distinguishing and 
defining those kinds of restrictive practices—for example, the 
barring of entry to newcomers or the organised destruction of 
productive capacity—which can be definitely labelled as prima 
facie harmful to the public interest. The next step would be 
to pass an Act declaring these practices, as defined in the Act, 
to be illegal and empowering either the Public Prosecutor or 
any aggrieved party to proceed in the courts against any busi- 
ness firm indulging in them, but also empowering the Monopoly 
Commission to issue a licence of exemption, where a case for 
doing so is proved to its satisfaction. By this means, the impar- 
tiality of the law could be invoked, while room could still be 
left for special cases ; but the onus of proof would be put where 
it belongs, on those who wish to practise restriction. This pro- 
gramme of action would be slower than the Government’s Bill, 
But it would be surer and it would be juster, Under the present 
Bill, the most probable contingency is. that nothing effective 
will be done at all ; but if any Orders are issued, they will be at 
best arbitrary ad hoc expedients, and at worst they will sink 
to downright political jobbery. 

The best of Bills cannot, in any case, solve the problem of 
anti-social monopoly power overnight or next year. The 
experience of the United States, where opinion and law alike 
have always been solidly opposed to monopoly, is enough to 
show that when strong incentives to restrictionism exist there 
will always be under-the-counter deals, ingenious wrigglings 
through legal loopholes, and tacit understandings on which no 
injured party can lay a finger. But the striking thing about 
the United States is not the extent to which competition is 
inhibited, but the extent to which it is vigorously and flourish- 
ingly carried on. How far this difference is due to the legal 
provision, how far to sheer temperamental difference, remains 
to be seen. The two naturally interact, but there ate few 
symptoms in America of that acquiescence in restriction, that 
fear of dynamic change, that, conviction. that. competition is a 
Bad Thing, which in England characterises not’only monopo- 
listic big business but practically every class of society. Any 
delay imposed on the offensive against monopoly by the need for 
prior investigation will be time well spent if it gives opportunity 
for public opinion to form itself along more rational and less 
defeatist lines. An informed and determined public opinion 
is an esseritial constituent of the campaign. For business firms 
cannot be made efficient, any more than men can be made. 
honest, by Act of Parliament alone. 


NOTES OF 


The tragedy at Gatow, where an irresponsible Soviet pilot, 
“ frolicking” an incoming British plane, cannoned both himself 
and the other aircraft to destruction, is a bitter and urgent warn- 
ing to those who paddie in the shallows of violence that they may 
find themselves sucked out into the main torrent. The Russians 
do not want a war over Berlin, but they are going exactly the 
right way about creating such tension that the relaxation of it 
by peaceful means becomes almost impossible. They are fortu- 
nate that the victims of their irresponsibility belonged to a nation 
of strong nerves and steady temper. British officials on the spot 
and the British Government have handled the affair with ex- 
emplary firmmess and discretion. As it is, the likelihood is that 
some agreement over traffic in and out of Berlin may actually 
be accelerated by the Gatow disaster, but the incident might 
easily have ended in an ugly international brawl. 

The folly of Russian conduct is rendered even more inexplicable 
by the fact that the only aim it can presumably be designed to 
achieve—the removal of the Western Allies from Berlin—mvust 
be directly frustrated by the events of the week. No Western 
Power can now afford to be “frightened” out of Berlin, and yet 
hope to maintain any prestige in the eyes of the German people. 
Nor is it simply a question of prestige. The Germans in the 
Western sectors of Berlin are in a special sense the West’s respon- 
sibility. They have been encouraged to stand up against Russian 
threats and Communist encroachment. A_ Special plebiscite, 
arranged by the Allies for the Socialists among them, was held in 
1946 to enable them to express their determination not to accept 
fusion with the Communists in the Socialist Unity Party. If they 
are now abandoned, it will be impossible to persuade the Germans 
at Frankfurt to take risks, to accept responsibility, to identify 
themselves with Western Europe. Berlin has become a test of 
the Western Allies’ staying power and of the extent to which 
the peoples of Western Germany can rely on them. Thus the 
Russians have succeeded in creating the one situation in which 
at any price the Western Allies will remain in Berlin. Was this 
the aim of their diplomacy ? 


Robertson at Dusseldorf 


An Allied stand in Berlin is made all the more essentia] by 
the revolutionary character of the speech made by Sir Brian 
Robertson at Diisseldorf on Wednesday. His engagement to 
speak to the state assembly (Landtag) of Rhine-Westphalia had 
been arranged many weeks in advance, but Sir Brian and 
his advisers clearly felt that the events in Berlin had made the 
time ripe to speak in more radical terms of the Western Allies’ 
response to Soviet pressure. And the response was radical indeed. 

The Western Powers. have now burned their boats. The 
Commander-in-Chief told the Germans in blunt terms that while 
there was probably no risk of war, the division in Germany was 
absolute for the time being, and that the Germans must now 
choose whether to work fully with Western Europe for their own 
regeneration or hang back and play into the hands of the 
totalitarians, the mock-democrats of the East. The advantages 
the West had to offer were twofold—the Marshall Plan, in which 
Western Germany was called upon to play a decisive part, and 
the Western Defence Pact, which registered the Western Powers’ 
determination to resist Eastern encroachments. These were the 
prospects—of security and reconstruction—offered the German 
people. Hitherto they had proved unwilling to accept the respon- 
sibility the Allies were ready to transfer to them. Now the time 
for hesitation had passed. “Make up your minds to stand 
together . . . then you need have no fear. The prospects are 
good. Go ‘forward and seize them.” 

It is clear that this radically new departure in Western policy 
is about to be given concrete shape. The Germans will presum- 
ably be given a greater share in the ee of the Marshall Pian 
and something more closely resembling a government will be 
established at Frankfurt.. But the effectiveness of all such moves 
will depend for the time being on one thing only—the Germans’ 
confidence in the seriousness of the Allied stand. In this context, 
Berlin is vital. A retreat there would shatter the prospects at 
Diisseldorf, Frankfurt or anywhere else in the Western Zones. 
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Chartist Centenary é “pilings 


A hundred years ago today the monster demonstration 
of the Chartists, announced as a gathering of half a million peor 
who were to assemble on Kennington Common and march on) 
House of proved a miserable failure. In view Of the 
revolutions which had broken out ali over Europe, the 
had expected and were prepared for serious trouble. . The 
of Wellingron was in charge of a large body of troops and p 
cally the whole of the gentry had been enrolled as spol 
constables—Prince Louis Napoleon among them. But when the 
day arrived only fifty thousand persons assembled at Kenni 
the march on Westminster was hastily called off, and the C 
with its numerous bogus signatures was taken to the House of 

ons in a cab. 

That was the end of Chartism, but it was only the besinahey 
of the age of Liberalism, which during the century which followed 
adopted one after another of the institutions demanded in that 
prophetic document. Four of the six points have become incor. 
porated in the constitution—the ballot, adult suffrage, payment 
of members, and the removal of all property qualifications. A 
fifth point, the creation of equal electoral districts, has not proved 
practicable in the strictest sense, but it has been generally recog. 
nised as the norm towards which the distribution of electoral 
seats should approximate. Indeed, it is the main principle under- 
lying the changes in the distribution of seats contained in the 
Representation of the People Bill, at present before the Houseof 
Commons. Only one point, that of annual parliaments, has tailed 
to become a living issue. 

Chartism, though it was essentially a working-class not a 
middle-class movement, and though it contained a lunatic fringe 
of quasi-revolutionary elements, was radical rather than socialist, 
What the Charter demanded was merely an extension to the 
masses of the political status which the middle-classes had 
achieved in the Reform Bill of 1832. It thus formed a str 
contrast to that other political manifesto which first made its 
appearance in the year of revolution, the opening words of 
which—“ A spectre is haunting Europe—the spectre of Com- 
munism ”—have a strangely appropriate ring today, when, after 
the lapse of a century, the principles embodied in these two 
documents stand incarnate as Democracy and Communism, cofi- 
fronting each ether in Western and Eastern Europe. 






* x x 


Mr Bevan Ends the Deadlock 
Mr Bevan’s move to end the deadlock over the health services 


will certainly be welcomed as a reasonable, if belated, act. 
- The personal antagonism between him and the British Medical 


Association had reached such a pitch that it was difficult to see 
how negotiations could be reopened. Fortunately the intervention 
of the Royal College of Physicians gave him the opportunity and 
he has taken it handsomely without any camouflaged attempt at 
face-saving. Indeed, for the first time during these long drawa 
out negotiations he has shown a proper appreciation of the fact 
that the doctors’ opposition has been inspired, not by mere fac 
tiousness, but by genuine concern for the interest of the public. 
On two fundamental issues ee ee 
to meet the doctors’ objections. The first concerns the 0 
to a full-time medical service. The Royal College i its 
resolution had suggested that the co-operation of the 
profession in running the National Health Service might > 
secured if the Minister of Health made it clear in an amending 
Act that a whole-time service would not be brought in by regula- 
tion. Mr Bevan has accepted this suggestion. He has also give 
way on the question of the basic salary in a proposal which i 
more than an uneasy compromise. The basic i to be 
applied to new entrants into practice for a period of 
after that each doctor will decide for himself whether “he a 
give it up and pass to a system of plain capitation fees or stay as 
he is with the basic salary plus a lower capitation rate. 
Bevan has also promised to set up an 
advise him on the disputed effect of: the Act on 
agreements, the results of whose findings will pr 






iment in a short clarifying Bill. i oe 


Mr Bevan’s proposals, which were announced 
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Moran, whe stated shat the Minister had boldly met, the doctors’ 
main fears and expressed the hope that he would be rewarded. by 
the loyal support of all reasonable members. of the profession. , It is 
now up to the BMA to take advantage of the offer of anew deal. 
It has become. clear. since the doctors’ plebiscite that the BMA 
is not certain what to.do with the weapon given to it by the large 
vote against the health service, Beyond asking for a further fund 
from the profession, it appears to have been: reluctant. to act, 
Now any hesitation that it may have felt should be ended. . The 
way to full and final agreement has been opened: by Mr Bevan 
and the BMA can no longer, if it wishes to retain any sympathy 
from the public, continue. to be implacable. 


x * * 
The Building Stump 


At any ordinary time the swing from boom to slump in the 
house-building industry, which is now taking place, would be a 
matter for alarm, That it is not,is yet another measure of the 
abnormal condition of the country’s economy, This subject is 
charged with too much political dynamite for. the change to be 
blazoned by Labour Ministers, and references to reductions in 
the housing programme are made obliquely or in careful under- 
emphasis. Even in the Economic Survey for 1948, which is to 
be discussed in this week’s Budget Debate, the savings in capital 
investment and in manpower which will follow the. reductions 
are only lightly touched wpon,. Yet if the. Chancellor of. the 
Exchequer had cared this week to give .the Government credit 
for trimming the nation’s coat at a point where savings were 
great but the Government’s reputation most vulnerable, he could 
have scored a bull point. 
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Ever since the cuts m the country’s capital programme were 
decided last autumn it was anticipated that the building pro- 
gramme for houses would result in changes, in the distribution 
of manpower and resources. But the Government camouflaged 
their policy in so much talk about fimishing the 350,000 houses 


under construction or tender, and laid so much e1 is on the 
necessity for reductions being due solely to the impossibility of 
importing timber, that the effects of their pronouncements were 
masked to the public—and one might almost suspect to them- 
selves. It is only the publication of the monthly housing reports,* 
of which these for February have just appeared, which reveals the 
true position. " 

The change is very marked. After two years, during which the 


plus signs crept falteringly up after one another and the curve of — 


houses under construction climbed rapidly and the curve of those 
completed less rapidly, the trends are now There have 


been so many misleading deviations in the housing figures that 
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of traditional brick houses is concerned, the change is even greater, . 
nates she teeaie Mcrae Ae tik 

. Payable after | Kr, 1947; resu ina scramble to get: 
the. non-traditional schemes, approved before. the end of the year... 
Consequently, it is the brick-built houses which have taken. the 
brunt of the fall, and there are very real fears.that an even flow of. 
building even on the reduced programme of 15,000 houses a month, 
will not be maintained. unless there is a quick increase in the 
number of traditional houses started in the next few months, 


* * * 


The Finns Pull It Off 


Tt is not only in Finland that the moderaté terms of thé 
Russo-Finnish treaty of mutual assistance will be received with ' 
surprise and relief. The Finns havé gained both the points they 
considered vital. Russian forces may give military assistance to 
Finland only “subject to mutual agreement between the ‘Gon- 
tracting parties.” Finnish forces ‘may be used only for thé pro=' 
tection of Finland. In these respects the treaty belies the fears 
raised by Mr Stalin’s reference to a’ treaty “analogous to the 
Russo-Hungarian or Russd-Rumanian agreements.” It is also” 
unlike these instruments in being operative in the first place for 
a period of ten years, while’ the alliances ‘berween the countries 
of the eastern bloc are to last for at least 20 years. “The contracting 
parties pledge themselves “to observe the’ principle of thé 
mutual respect of sovereignty and integrity and that of non- 
interference in the internal affairs of the other state.” Tr is true: 
that this clause appears in Soviet Russia’s other defence treaties 
—with results already demonstrated—but the Finns clearly stand 
a better chance of turning pledge into reality: 

There is in fact a good chance that the general elections im July 
will be fair and free. If so, there is no doubt that the Communists 
will lose heavily. There is equally no doubt that this must be 
plain to the Soviet Government, which seems to have acquiesced 
in a probable weakening of its supporters. This is not the least 
puzzling aspect of the whole interlude in the course of which the 
Russians appear to have gained practically nothing by their 
initiative in demanding a defence treaty. “The motives behind 
Russian policy and the counter-actions of the Finns can only be 
guessed at, but the clue to the treaty may perhaps be found in 
the preamble to the pact in which it is stated that the agreement 
has been reached in consideration of “ Finland’s desire to remain 
out of the conflicting interests of the Great Powers.” Finland 
lies off the great strategic routes of Europe. As a springboard 
against Russia for any Atlantic Power, it is remote and isolated. 
The Russians may therefore be content to ensure its neutrality, 
And if they did in fact ask for more during the recent negotiations, 
it may be that the Finnish delegation made clear their country’s, - 
readiness to fight in order to maintain its imternal integrity. 
With Europe like a tinder box and the Americans: growing: in- 
creasingly impatient, a war of self-defence in Finland could easily 
be the signal for a general struggle. This the Russians may not 


The Economist by Air 


The Economist can now be sent by air to countries in 
the Western Hemisphere at the following annual rates 
of subscription :- 


United States and Canada 
By o Express to New York and thence by surface 
mail... so ta Se iG ot i 
By Air Express to New York and thence by Air Mail 
(not recommended for points east of Kansas City 
or Winnipeg) os Pe oa ses a 
Subscriptions for the above should be sent fo : 
R. S. Earley, 111 Broadway, New York, 6, of to. _ 
Britisti Pablications Inc., 150 Fast 35th Street, New York, 16, 


South America, West Indies, etc. 



















~ Argentina; Brazil,.... Chile, Uruguay... Pataguayy 
peor CS ee ee 
£5 - Colombia. Cub, ica, Peru, Trinidad and. 4.) 
oo: wy 2Obago, Turks and Caicos Islands, Venezuela... $8. 


z 


ae ih PY ee Sees a tame res 8 
ote Loneonist 35 Ryder Glnect) Lonion S.W.1. - - ws me 









ert. aed 














578 


have cared to risk, particularly since their memories of 1939 would 
remind them of how tough and resolute the Finnish can be. 
In a word, the Finns had a real bargaining ir inner 
cohesion and moral courage, and both sides had a common interest 
—the preservation of Finnish neutrality. Upon some such foun- 
dations the satisfactory treaty may well have been built. 


* * * 


British Honour in Germany 


The last word has yet to be said about methods of interroga- 
tion used in the Bad Nenndorf camp for German prisoners. 
Lieutenant Richard Langham was acquitted in London on March 
31st of charges of “ disgraceful conduct of a cruel kind” towards 
two former SS men, but during his trial evidence was given which 
suggests that British officers and soldiers felt less certain than they 
should feel of the limits set to the tough treatment of their German 
charges. And this evidence can only be described as mild com- 
pared with the charges that were, until recently, whispered abroad 
by Germans with knowledge of the Bad Nenndorf and other 
camps. There is also reason to believe that special investigations 
made in these camps revealed conditions which alarmed the British 
authorities in Germany. 

Many will argue that the less said of such things the better 
for British prestige. Exactly the opposite is true. The best 
evidence for this view is the following extract from a recent 
number of a German periodical which is conspicuous for its 
independence and frankness—Die Zeit. 


It is a good omen that in the middle of Germany a trial is being 
conducted against British officers accused of having ill-treated German 
prisoners at Nenndorf in order to extract confessions. All Germans 
should take trouble to understand the full significance of this trial. 
The details which come to light are not so important ; what matters 
is the fact that these proceedings are taking place publicly on the 
initiative of the occupying Power in the middle of the occupied 
country. The Germans who are inclined to say “ The victors are 
no better” are thereby disarmed. For imagine Justice being 
administered in this way under Hitler. Would it have been possible 
to institute such proceedings against members of the German forces, 
of the SS, of the Party, or of the police? 

Lord Pakenham has already done a great deal to restore the rule 
of. law. by. dissolving Adelheide, the camp for militarists and 
potentially dangerous persons, by abolishing the interrogation cage 
at Nenndorf, and by instituting tribunals to examine the cases of 
men whose extradition is asked for. The trial in Hanover, demon- 
Strating as it does that right must remain right, whether it is for or 
against the British Army, is the finest proof of the superiority of 
democracy. There is no justice where there is no freedom. 


To this magnanimous comment only. two remarks need to be 
added: first, that it should be made known to all British 
personnel in Germany as a message which should restore faith in 
their work and standards to many hard-pressed men and women ; 
secondly, that there should be a public inquiry into the policy 
and instructions which made possible the existence of such shame- 
ful places as Adelheide. To pursue such an inquiry fearlessly 
and thoroughly wouid be to perform an act of healing in a country 
where bitterness and cynicism are the worst enemies of the 
Germans and the British. It is never too late to mend injustice 
and to satisfy honour. 


* * * 


The Next Instalment 


In a pamphlet called The Second Five Years, published by 
the Fabian Society, Mr Ian Mikardo sketches a Labour programme 
for 1950. This, as might have been expected, is to involve a big 
extension of the social services, including, in the field of educa- 
tion, the establishment of complete equality of educational oppor- 
tunity in the form of 100 per cent free places in all schools and 


universities, and a revision of the National Insurance scheme - 


to effect an increase in the total amount distributed in family 
allowances, and possibly the replacement of the present 
“ regressive” system of flat rate contributions either by sums 
raised out of the general exchequer or by an ad hoc tax levied 
———. The equalisation of incomes is to be carried 
er by a return to greater emphasis on direct taxation and 
a further widening of tax liability as between earned and un- 
earned incomes, a statutory minimum wage equal ; 
is to be established, and cost of living subsidies are to be con- 
tinued as a progressive “negative” tax. In short, the familiar 
fallacy that poverty can be abolished by fleecing the rich—which 
by this time might be expected even in Labour circles to have 
worn father thin—is the dominant motive of the whole 


_ In the sphere of industry and commerce a broad but diver- 
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sified extension of socialisation completes the picture. | Natiog. 


shipping and docks are also to be nationalised, but not in 
entirety, minor portions of these related industries being left to 
private enterprise. The manufacture of aircraft and ines: 
however, is to be nationalised im toto and a portion of the moter 
vehicle industry, that manufacturing cheap “ popular” cars, the 
production of luxury cars being left in private ownership, ; 
basic commodities such as margarine, flour, sugar, tools, 
some specified chemicals and shoe machinery are to be transferred 
to publicly-owned production. Some distributive functions su¢h 
as the wholesaling of food are also marked out for nationalisatj 
and export merchandising is to be nationalised in part by the 
setting up of a government export marketing board. Mor 
the state is to compete with private enterprise in large-scale 
building, civil engineering and the manufacture of utility furnk 
ture and housing fitments, and possibly utility goods such gg 
clothing. Yet the competitive system, or what is left of it, is 
to be maintained and even encouraged. Free enterprise—which 
mirable dictu is allowed by the humane Mikardo to possess some 
virtues—is to be assisted by government facilities, e.g. in develop. 
ment areas, such as factory buildings and credits, and even tha¢ 
sturdy individualist the farmer will “in appropriate cases” be 
helped with plant and initial stocks. 
On its merits it is difficult to see how any one who has under 
stood the recent White Papers on the economic state of the 
nation could take this programme seriously. For each item on it, 
taken separately, there may be something to be said. But taken 
as a whole it is difficult to imagine any programme better calculated 
to cause confusion in every branch of commerce and industry, 
and this at a time when even with Marshall aid the economic 
fate of the country hangs in the balance. Moreover, all the really 
crucial issues of economic policy are left out. Little is said 
here, for example, about how capital investment is to be financed 
in the absence of private savings, of how costs of production ate 
to be brought down, of how all classes of the population are to be 
persuaded to work harder and better—in a word, of how the 
country is to earn its living. i 
Mr Mikardo is credited with an important share in the shaping 
of the Labour programme of 1945. It would be interesting t 
know how his new proposals strike those who will be responsible 
for shaping the policy of his party now that it is in power. It maj 
be doubted whether his blue print for the second five years 
be found so attractive by the floating voter in 1950. ” 


* * *x 
Back to Basic 


“ Basic ” has returned in an attenuated form, now christened 
“standard.” The 120,000 tons of petrol a year required will be 
gained wholly from the suppression of the black market and cuts 
to be made in the supplementary allowances. That was only t 
be expected, since it would certainly not be possible to justify 
increased imports. From hint to forecast to inspired disclosure to 
official statement, the affair has been stage-managed with 
all the clumsiness which, in this connection, one has come te 
take for granted; but it is none the less welcome. There ate 
several possible ways of accounting for the Government’s change 
of front since, only a few weeks ago, Mr Gaitskell announced 
that there could be no reconsideration of the ban before Juné 
To the world at large it will certainly look like the first fruitgof 
Marshall aid ; let the authorities explain as much as they will 
that no additional petrol will be imported. The official version, of 
course, is that new measures to crush the black market and © 
economise strictly in other fields have made possible—just possible 
—a concession which will be withdrawn if those measures prove 
inadequate. It may be entirely genuine. But the more cynii 
view of a great many people will be that the Government ‘has 
realised for a long time that the basic ban was a gross mistake, both 
economically and politically, and that the Vick Report has merely 
given it a thankfully grasped opportunity to cancel that mistake 
with comparatively little loss of face. Certainly it is hard to se 
how, if the measure was really necessary in the first place, its 1 
moval is justified now, in a time of even greater economic’ stil 


gency ; nor why it should have taken so months, 
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volye a reimposition of the ban. Hitherto. the Ministry of Fuel, 
like the Customs, has been regarded as fair game by many other- 
wise honest and law-abiding people. Not the least benefit to be 
derived from the return of basic will be the end of that sapping 
and rotting of civic morality set in train by the original prohibition. 


* * * 


Challenge to Arbitration 


The vehicle builders’ strike, now in its first week, shows no 
signs of subsiding, although the date for the hearing of the men’s 
claim before the National Arbitration Tribunal has been 
announced, Discussions with Mr Isaacs may, however, pro- 
duce an improvement in the situation, The dispute in- 
volves about 20,000 workers, mainly engaged in building 
pubiic transport vehicles, and has been officially called 
by two unions, the National Union of Vehicle Builders 
and the Amalgamated Suciety of Woodcutting Machinists, 
both small craft organisations. —The men’s case is that their claim 
for 3d. an hour increase in wages was lodged Jast November, long 
before the White Paper on Personal Incomes was issued, and that 
the employers have since used the White Paper as an argument 
against granting any increase at all, The employers, on the other 
hand, pomt out that the men were granted an increase of 2d. an 
hour less than two years ago, and that their wages have since been 
increased still farther through the agreement to reduce the work- 
ing week without loss of earnings last spring. 

The serious aspect of this dispute is not so much the loss to 
production—from the public point of view it will merely mean 
a delay in the replacement of old coaches by new ones—as the 
challenge to arbitration machinery it presents. The Minister of 
Labour referred the matter to the National Arbitration Tribunal 
a fortnight ago and thereby rendered the strike illegal. He is 
hardly likely to take the logical step of prosecuting the strikers— 
nor would such action be effective. Yet the ernment 
is deeply interested in preserving the authority of the 
Tribunal. The arbitration machinery was retained at the express 
request of the TUC and the employers, and for two unions which 
are affiliated to the TUC to flout this decision will undermine the 
whole structure of arbitration. The trouble is that there is a 
growing lack of confidence among the rank and file in the im- 
partiality of the Tribunal, which they feel, quite erroneously, has 
been instructed by the Government to turn down wage claims in 
accordance with the principles of the White Paper. Once confi- 
dence in the Tribunal’s impartiality has teen shaken, it is 
difficult to restore it. This is certainly a testing time, not only 
for the Tribunal, but for Mr Isaacs himself. 


* * * 


Brakes On in Palestine ? 


The United Nations appeal for a truce in Palestine, endorsed 
more realistically by the Palestine High Commissioner, Sir Alan 
Cunningham, as an appeal for a cease-fire, is like trying to stop 
a bus at a request stop. If you leave it too late, success no longer 
depends on the driver, but on the brakes. To stop a war which 
has broken out is a problem of a different order from preventing 
one which has not begun. Fighting gemerates an emotional 
momentum which it is hard to reverse. Even if the leaders could 
bring themselves to accept a cease-fire, it remains doubtful whether 
they could enforce jt among their followers. rt ; 

On the Jewish side, the murder by IRGUN of British soldiers 
as they packed for departure, perpetrated by shooting them in the 
back, may break the Hagana-Irgun Union, and is no doubt 
designed to prevent at all costs a British decision to stay on after 
May 15th and enforce a truce. Among the Arabs, the discipline 
shown so far has surprised those who thought they knew them. 
But it has not yet faced a really severe test, and there have been 
signs that it, too, is provisional. It could scarcely stand up to a 
continuance of independent action by the Stern Gang while the 
Arabs were obeying an order to cease fire. And it remains to 
be shown, in their present over-Confident mood, that the Arab 
leaders will or can give such an order. 

Mr Warren Austin on Monday explained to some of the other 
delegates at Lake Success how the US Government envisaged the 
working out of its trusteeship proposal. The period of trusteeship 
would be indefinite ; there would be a Trusteeship Council and 
a Government of Palestine with a Governor-General, who, in 
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could be induced to carry on for a period after May. 15. .If- so, 
here is yet another momentum to be reversed. The withdrawal 
of the British administration is now so far advanced that it could 
hardly be undone even if the British Government were so minded. 

Quite apart from the practical and psychological difficulties. 
there are many, both inside and outside the Government, who ar¢ 
now profoundly convinced that the people of Palestine cannot be 
saved from themselves in this way. What external force can do, 
the British feel they have done ; and it has failed. An external 
force under a United Nations Governor-General could do no 
more. Yet so far the Americans do not appear to be clear even 
on the question of collecting together an external force. . Unless 
some startlingly new proposal lies up Mr Austin’s sleeve, the 
special Assembly is not likely to contribute more than its pre- 
decessor to a solution in Palestine, 


* * * 


Some Progress on Austria 


The chief difficulty of negotiating an Austrian peace treaty 
lies in the intense distrust each side feels for the other. The 
endless negotiations between the Foreign Ministers and their 
deputies are simply symbols of this fundamental lack of con- 
fidence. The discussions are concerned with points of detail. 
The real issue is whether either side can trust the other, once the 
armies of occupation are withdrawn. The Russians in particular 
have increased the suspicion of their Western Allies by proposing 
that Austria should continue to be almost totally disarmed after 
the conclusion of the treaty and by giving strenuous support to 
a well-armed Jugoslavia’s demands for the cession of Carinthia. 
It is suspicion, too, that makes the Western Powers chary of 
admitting Russia’s economic claims. No one denies that Russia 
should receive some reparations. Nor is it suggested that ir is 
improper for a great Power to secure oil concessions in another 
country. The question has been whether Russian officials and 
companies might not use their extra-territorial status to intervene 
directly in Austria’s internal affairs. 

These suspicions will be somewhat lessened by Russia’s latest 
concessions, The Russian deputy, Mr Koktomov, has announced 
his Government’s readiness to reduce the scale of the oil con- 
cession to three-fifths of Austria’s present output and to shorten 
its operation from fifty to thirty years. The lump sum claimed 
in lieu of reparations in kind has also been scaled down, and in 
more normal circumstances it would seem that a genuine agree- 
ment might now be on the way. Unhappily the detailed negotia- 
tions do not do away with the major framework of distrust. 
As the Austrian Chancellor, Dr Gruber, put it: “We cannot 
expect that those who are shaking their firsts at each other all 
around us are going to shake hands in Austria.” 


* * * 


The War in China 


Since last August the forces of the Chinese Government have, 
on the whole, had the worst of their struggle with the Com- 
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munists, and the war has been gradually changing its character. 
Formerly, the Communists confined themselves to. guerilla opera- 
tions, raiding and destroying communications and getting control 
of the countryside, but avoiding pitched battles ‘and attacks on 
well-garrisoned large towns. But during the last few months they 
have combined the mobility of their guerilla days with a new 
hitting power which endangers strongly held positions. In Man- 
churia they have captured important towns, and even in North 
China they have been resorting more and more to direct attack 
after receiving reinforcements from their more heavily armed 
Manchurian comrades. In Manchuria the Communists have now 
plenty of arms ; in addition to the Japanese arms dumps which 
the Russians allowed them to take over in 1945, they have made 
large hauls by capture from the Nanking armies and hold several 
industrial centres where they are able to produce arms themselves 
on a considerable scale. 

The main military cause of the Government troops’ lack of 
success appears to have been their lack of mobility as compared 
with their opponents. They are not short of manpower and not 
seriously short of equipment, but they seem to be incapable of 
rapid movement and concentration at vital points. This is no 
doubt partly a heritage of the war against Japan, which for the 
Chinese regular army was essentially a war of “ resistance ” ; there 
was never really a question of building up an offensive striking 
force. The Japanese then had superior mobility, but could never 
use it decisively in China, partly because they had other fish to fry 
elsewhere, but even more because of the hostility of the population 
towards them. The Communists with their zealous local sup- 
porters are able to take much more advantage of their capacity for 
swift manceuvre, and in this respect the problem of Nanking is 
as much political as military ; better organisation and training 
with the aid of American military advisers and transport may soon 
provide the Government with a “ new-model” army of improved 
quality, but it will still be at a disadvantage as long as the Com- 
munists retain as much peasant support as they have had up to 
now. Perception of this fact has led the Foreign Affairs Com- 
mittee of the American House of Representatives to advocate an 
expenditure of funds for “rural rehabilitation” in China, to be 
administered, not by the Chinese Government, but by a mixed 
Commission of unofficial Chinese and Americans. Such an in- 
vasion of Chinese domestic administration will be little to the 
liking of Chinese nationalists of whatever political camp, but the 
Nanking Government after its recent reverses is not in a strong 
position to refuse, and the Americans have undoubtedly discovered 
the most effective and least costly method of fighting Communism 
in China. 


* * * 


Co-operation in East Africa 


The first meeting in Nairobi last Tuesday of the Central 
Assembly for East Africa begins a new phase in ‘economic co- 
operation between colonies which may have far-reaching results 
throughout the Empire. The formation of the Assembly marks 
the last of a number of measures which were put into operation 
at the beginning of this year to lessen the cost and to improve 
the efficiency of various services. in . Kenya, Uganda and 
Tanganyika. The services, chief of which are transport, posts 
and telegraphs, production and supply, and scientific research, 
were formerly administered by each colony independently. The 
waste of manpower and money was great. The new measures 
set up an Hast African High Commission, composed of the 
Governors of the three colonies, to administer these common 
services jointly, an executive organisation to carry out.the orders 
of the Commission, and a Central Assembly to act as watch-dog 
over the Commission. ; 

The economic measures are all obviously necessary, but when 
these measures were originally proposed by the Ormsby-Gore 
Commission in 1924 the different races in East Africa—Europeans, 
Africans, Arabs and Indians—each feared that economic co- 
operation would mean political subordination. This fear per- 
sisted and proved the biggest stumbling block im «the way of 
economic efficiency. 
defining the powers of the administrative authority and by giving 
the people. of each colony )an equal .voice in. their joint :affairs. 
No one colony has a superiority over any other in the Central 
Assembly, and any extension or alteration of the Assembly’s 


powers—and of the powers» of the High, Commision—must be 


referred back to each local legislature for approval. 


All in all, the present compromise solution. of the different 


problems has every chance of success. The powers of the Central 


are jimited, but it-constitutes a real start in the effort 
,to make East Africans territorially rather than racially conscious. 


It has now been. overcome by strictly. 
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There is no question of political fusion and the economic 4 
tages should benefit all. As an additional safeguard the whole’ 
constitution is to be reviewed in four years” time, by when tf 


imaginative experiment should have proved its 





x * * 


“ These Avaricious Hordes ...”’ au) 


Middle-class parents whose pockets or whose principles would 
willingly persuade them to send their children to state sch 
will applaud Mr W. J. Rodda’s condemnation, at the conference” 
of the National Union of Teachers at Easter, of the Regulations’ 
which lay .down the target of classes of 30 for secondary schools 
but 40 for primary schools. Those parents, who would be 
in the interests of social equality and in the face of crip 
income tax, to support their local schools may well give up 
attempt, when they find a classroom filled to capacity by 49 
youngsters. Neither happiness nor education are founded by this 
means, and as a result the non-state schools have waiting lists, and. 
the gulf between state and non-state schools is widened. —_ 
The official view, which is surely wrong, appears to be that’ 
small children can be taught in hordes, but that older 
children need more individual attention. ‘The experience of 
private schools, where expense matters less, is all the other 
way: the bottom forms are almost always small. Only when’ 
teaching becomes more complicated and the claims of examing-’ 
tions and of real scholarship demand it, is there again an acute 
need for smaller classes. If, because of its cost, or because of the’ 
shortage of teachers, some classes must have over 30 pupils, 
surely the bulge should be at the gregarious period of a child's” 
development, leaving the first stages and the last to be dealt with 
in smaller groups? ee | 
It must, nevertheless, be admitted that however mistaken the 
aim of classes of 40 may be, in practice local authorities are labour- 
ing under severe difficulties in staffing the youngest classes. There’ 
is a shortage of women teachers, which is acute as far as the 
infant classes are concerned, owing partly to the rise in the birth 
rate which is just beginning to swell the school population af 
the bottom, partly to the relatively small number of women who 
offered themselves for training under the Emergency Training” 
Scheme, and partly to the preference of the women teachers” 
themselves for teaching older age groups. So severe is the shortage” 
that the Ministry of Education has recently produced a scheme” 
for rationing women teachers among local education authorities, 
and some authorities are experimenting with using men even in 
the lowest classes. This state of affairs gives an added piquancy 
to the views expressed at the conference of the National Associa- 
tion of Schoolmasters last week-end : — 

These avaricious hordes of women have already staked their 
claim on our field, and the sooner they are smoked out of that field 
the better it will be for the boys of the country. : 

This sentence rings with the phraseology of a bloodcurdling: 
schoolboy thriller. No penny dreadful could have summed up. 
the sentiments of the “closed-shops” more succinctly. 
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Shorter Notes = 


It is welcome news that the recent successful application fora 
writ of habeas corpus by an ex-Army officer who was couft- 
martialled in Germany a year after his demobilisation has resulted. 
in an amendment to the Army Act of 1871. An amendment was 
to be moved by the Secretary of State for War on Friday by which 
offences which are punishable by the law of England when come; 
mitted in England may be tried in the civil courts. It is astonish, 
ing to find that the belated and illegal arrest of this Army officer: 
was not an isolated case: the result of the successful application. 


for the writ was that several other proposed courts-martial wert, 
dropped. soe 
x soit 
Set 
Two -imaccuracies occurred.in a Note entitled. “ What 
Publicise ?” in the issue of March 27th,. First, it was stated) 
that “next year the. Central Office of Information will be eH 
ing . £4,500,000 which is £870,000 more.than the estimate forty 
1947-48.” The: figure of .£4,500,000 should. have referred 10» 
1947-48; the increase of £870,000 is in. comparison, witht 
estimate for 1946-47. The-estimate for. 1948-49. shows, a. fall of 
some £365,000. Secondly, it was stated that “to the current figure, 


should be added expenditure ae 
ing (according. to Mr Boyd-Carpenter)..to.. nearly £3,000,000% 


nearly £1,700,000 was included in 

















THE ECONOMIST, April 10, 1948 


581 


AMERICAN SURVEY 





The Beacon is Lighted 


(From Our US Editorial Staff) 


HE Congressional Steeplechase course, like that of the 

Grand National, must be covered twice. On the first circuit 
a piece of legislation is authorised ; on the second, the funds 
to make it eftective are appropriated. The European Recovery 
Programme has only been round once and its passage througn 
the House of Representatives only gets it over the water jump 
for the first time. It must now go out into the country again 
and through all the wearisome procedure of hearings betore 
the Appropriations Committees of * Senate and House, ending 
with votes on the Appropriations Bills, conference to iron out 
differences between the two Bills and final adoption by both 
houses of an agreed version. 

But, also as in the Grand National, there are times when 
the first round is the most important, and all dangerous opposi- 
tion has been eliminated before starting on the second circuit. 
This has happened in the case of ERP. The overwhelming 
majorities it was given in Senate and House (over four to one 
in both cases) have made it impossible for the Appropriations 
Committees to do more than minor damage. There are, as 
far as can be seen, no riderless horses or doubtful jumpers 
who might bring the favourite down, though it can still slip 
up while rounding the Canal Turn of the portly Mr Taber, 
Chairman of the House Appropriations Committee. 

There was little surprise when ERP passed the Senate in a 
form to which nobody could take exception. During the hear- 
ings in the Foreign Relations Committee it had been evident 
that Senator Vandenberg would have the support of most of 
his Committee in resisting all attempts to mclude harmful 
amendments. When the Bill was debated on the floor he did 
not have to do all the work himself ; others—Senator Lodge 
in particular—helping him to carry the burden day after day. 
But nobody knew what would happen to it during debate in 
the House. The Foreign Affairs Committee had never worked 
as a team during the hearings and there seemed to be no 
leadership strong enough to organise resistance to attacks on 
the floor. 

The debate in the House was, therefore, a pleasant surprise 
and a personal triumph for Representative John Vorys of Ohio, 
majority leader on the Foreign Affairs Committee. He enjoyed, 
of course, every assistance from Russian policy in Czecho- 
slovakia and Berlin. The veteran Chairman of the Committee, 
Representative Charles Eaton of New Jersey, was there 
to help in critical moments, but he left the tiring job 
of floor leadership to Mr Vorys, who never let the situation 
get seriously out of hand. Only the unfortunate decision to 
include Spain, by name, among those which could join the 
participating countries in the future—which Mr Vorys accepted 
and for which he voted—can be counted against him. And 
that was the first amendment removed when the Committees 
of the two houses met in conference. 

There are amendments left in the Bill which would have 
been better omitted, such as the Mundt amendment on trade 
with Russia. But there is nothing which orders the Admini- 
Strator to make mistakes. At the worst, the amendments only 
permit him to do sd. His job is made more difficult because 
Congressmen ate given the chance to complain that he has 
failed to make them. But the effect of these amendments will 
probably be more than offset by the decision in conference to 
drop ie idea of a “ watchdog ” Committee—passed 
by the Senate as a sop to Representative Herter, but shouted 
down in the House—and the decision to substitute for it a 
joint Committee of the four Committees—Foreign Relations 
and Appropriations from the Senate and Foreign Affairs and 


Appropriations from the House—who will have the responsi- 
bility over the next four years for continuing and financing 
the programme. The Administrator will be able to work closely 
with the Joint Committee and, by consulting it regularly and 
keeping it fully aware of all he does, make his men task of 
getting new funds much easier. 

As it would be unwise to count on Russia giving assistance 
at the beginning of every year on the same scale as she has 
done during the birth of the programme, its fate in future will 
depend on the Administrator’s ability to prove that it is doing 
what Congress intended it to do. The responsibility now moves 
from Mr Marshall and Senator Vandenberg, from the State 
Department and Congress, to the newly-appointed Admini- 
strator, Mr Hoffman and his staff. A great deal depends on 
him, because the Act, as finally adopted, restricts him very 
little and gives him a wide field in which his own decisions 
of pclicy will be of the greatest importance. His first problem 
will be to decide what he wants from the European organisation 
and Mr Hoffman has made it clear to the Senate Foreign 
Relations Committee that he expects a great deal. He believes 
in the potential strength of an integrated Western Europe and 
will no doubt use his powers to further its realisation. Since 
his appointment he has repeated that his great hope lies in 
what the Sixteen Nations can do for each other. 


* 


His also will be the decision whether the programme will 
be primarily one of relief or whether greater emphasis is placed 
on capital goods. In spite of the Administration’s insistence 
on the recovery aspect of its plans, the relief side has been 
more prominent during the debates in Congress. This was 
inevitable, because the demand for capital goods in the United 
States is likely to exceed the supply for. some time to come, 
while surpluses in some agricultural products already exist and 
were beginning to worry some Congressmen. An amendment 
approved by the House referred specifically to “ domestically 
produced fishery products” as being included under the term 
“surplus agricultural commodity.” These words were deleted 
in conference, but the intention of the amendment was plain. 
The Administrator was expected to include in his programme 
any product which failed to find a domestic market. (Iceland 
would, no doubt, have been delighted to receive a consignment 
of frozen cod.) Mr Hoffman will have many pressures of this 
kind to resist, but he has already repeated an earlier statement 
that his aim will be an increase of one-third in the national 
income of the participating countries. 

His task is, while keeping Europe going during the four 
years which the programme has to run, to ensure that it is 
self-supporting at the end of that time. He cannot do this 
with a relief programme only, but neither can he do it with 
a programme which depends on nothing but Government 
purchasing and ares aaaesnif Einio azine artes relhon There would be little left when 


** AMERICAN SURVEY ”’ is drawn trom three 
sources. Articles described as ‘‘ From Our US Editorial 
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his programme finished. . He intends to encourage the resump- 
tion of long-term investment in European industry by American 
private capital, but not the contro! of European industries by 
the American Government. Under the Bill he has been given 
$1 billion for the first year to provide loans and guarantees 
to American business willing to invest in projects which he 
certifies as contributing to European recovery. By his handling 
of these funds he can show the sincerity of the American desire 
for that recovery or prove the truth of Communist allegations 
that ERP is nothing but “ Wall Street Imperialism” in not 
very fancy dress. 

The extent of Latin-American participation, on which much 
depends, will be decided by Mr Marshall’s success or failure 
at Bogota before the Administrator can begin his negotiations. 
The Secretary of State began well. In his first big speech 
he refused to compromise and explained firmly to the South 
‘American countries the stakes involved in Europe, saying “ This 
is a matter of as much concern to your countries as it is to 


Taxation of Co-operatives 
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mine.” When he comes back to Washington he may may har 
ag the European Recovery Programme considerably. “easier 
aga = Unie. Seoerie apne. anal 

any as to what the United States is trying to do, e 
more irresponsible speeches in Congress—they were few, 

no debate can be without them—should be forgotten and these 
words of his remembered: 

“The United States today, with its tremendous responsi. 
bilities, which involve us all over the world, has to pr 
with great wisdom in all it does and what it feels ir must do 
in future. I ask you to have in mind, to realise what tr 


burdens the people of my country have undertaken, and That 
you profit by it as much as we do.” ~— 


That is the spirit in which Mr Marshall, himself, 

the European Recovery Programme and the spirit in 

great majority of Congress accepted it. On Mr Hofins 
depends whether it is the spirit in which it is carried t 

its four-year life. Everything he has said on the subject suggest 
that it will be. 


ii 


(From a Correspondent in Colorado) 


O-OPERATIVES are often thought of as rather idealistic 
ventures by which consumers traditionally try to save 
themselves money. Hence the occasional spectacle of a govern- 
ment charge of illegal action to hold up prices, levelled at some 
large farmers’ co-operative marketing associations, seems to 
require explanation. And when the co-operatives in question 
plead no contest to the charge, it seems to require more 
explanation still. What requires less explanation, under the 
circumstances, is the general absence of public indignation now 
that Congress threatens to impose taxation on co-operative 
corporations to diminish the competitive advantage they enjoy 
over “profit” business. At the National Institute of Co- 
operation at Fort Collins, Colorado, last fall, a speaker said: 
“I paid 25 cents for a glass of tanned orange juice, within sight 
of the trees. Is that any kind of platform on which to go to 
the public ? ” 

In the United States, the co-operative scene has always been 
dominated .by, co-operatives organised to aid farmers as 
producers—both in buying their supplies and in settling their 
products. In 1946-47 such co-operatives are estimated to have 
done a gross business of more than 7 billions, though that figure 
includes some duplication since several organisations may handle 
the same goods at different stages. 

Consumers’ co-operatives, by contrast, have only a fraction 
of the membership, and do only a fraction of the business, of 
the producers’ groups, despite the recent growth stimulated 
by the interest of labour unions under pressure of the high 
cost of living. And generally speaking there has been little 
common cause made by producers’ and consumers’ organisations 
—some officials of farmers’ co-operatives rather ostentatiously 
differentiate between their own organisations and “ communis- 
tic” or “ socialistic ” consumers’ co-operatives. 

One reason for this is not far to seek: farmer co-operators 
when they came to purchase supplies, quickly found that they 
could not only escape strangulation by “ profit” business, but 
achieve the largest saving if they controlled their sources of 
supply all the way back to the oil well or the lumber camp. 
‘If urban consumers made the same’ discovery, they might swell 
the trend toward corporation-owned farms, with the farmer 
,reduced to the status of hired man. There are exceptions ‘to 
‘the hostility: in numerous instances farm and urban co-opera- 
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tives have shared savings. But it is the predominant attitude 

This lack of solidarity in the tive movement is related 
to the argument, advanced rather plaintively by officials of farm 
co-operatives when urging “ profit ” business to let them alone, _ 
to the effect that they have not “ upset the market.” They have — 
not cut prices ; they have sold at the going rate and later paid 
themselves back their savings. But they have operated at certain — 
distinct advantages as compared with “ profit” business, and ~ 
sooner or later—since this is an election year, doubtless late— 
Congress is likely to attempt to lessen the advantageous tax 
differential which the co-operatives admittedly enjoy. 

This advantage has two aspects. Special legislation, in the | 
grim 1930's, exempted farmer-organised co-operatives that met 
certain requirements from all payment of federal income tax on 
their income. Actually, only about half of today’s farmer o- 
operatives follow these regulations and claim the exemption; 
the amount at stake is only a few million dollars a year. But 
when asked why they do nct voluntarily surrender the exemption, 
co-operative officials respond that those who are urging Congress 
to require it are “not going after taxes, but after co-operatives.” 

Far more important are the savings made possible to 
operatives by the Treasury rulings and.court decisions that 
the federal corporate income tax cannot be collected on rebates 
to customers. These rulings and decisions are applicable t 
all business, not to co-operatives. alone, but they cover the 
patronage dividends paid to patron-members by both farmer 
and urban co-operatives, 

The courts have also ruled uniformly that a co-operative is 
only an agent, so that income does not accrue to it, but to its 
member-patrons, and taxes on such income can be 
only from them. (Urban members have an edge on members 
of farmer co-operatives in this connection. By saving money 
on supplies and marketing co-operatively, farmers are 
to enhance their business income ; and hence are supposed 10 
include their savings through co-operation in: their income for 
tax purposes. Consumers, since their savings merely affect om 
cost of living, are not liable to such taxation.) ° 

The effect of the courts’ rulings is:thus to free co-operatives, 
except in special instances affecting a relatively small part of 
their “ savings,” from paying the federal corporate income 1a 
on those “ savings.” The corporations. of “profit” business, 
by contrast, must pay 38 per cent on neteincome. (In addition 
to this advantage, farmers’ covopeeninaeaes able to — 
federal funds at very low interest rates.)iy © 

Business leaders raised little objections to these differents 
when co-operatives were poor and ‘scqpebedsiaad the ‘ole 
of their activities was small. But the« leaders have 
utilised their eeatrintee shrewdly  to- ie Sh e 
competition. practice in particular con ‘ 
result. Tax exemption applies whether patron-members are oi 















in cash or given, instead, evidences of debt. “It fids “‘becoiie 


racially manera Cog RE Defi fo ie thc 


and to use the funds ‘thus accumulated for both vertical and 
horizontal expansion. “The ‘size of such funds can be gauged 
by the “savings” of a farmers’ wholesale co-operative, incon- 
gruously named Consumers’ Co-operative Association: in 1947 
they amounted to $3,700,000 on $37 million worth of business. 






By this technique, over the past decade, farmers’ co-operatives 


have built up a fairly complete distributive system paralleling 
that of “ profit business” and competing with it. In North 
Dakota, the co-operatives taken together are the largest single 
distributors of petroleum products. The Farmers’ Union Grain 
Terminal Association of St. Paul, Minn., is one of the largest 
wheat handlers in the United States. 

These are the reasons for the organisation of the National 
Tax Equality Association, to work toward the removal of the 
special tax exemptions enjoyed by farmers’ associations and to 
find some way to tax patronage refunds, especially those held 
in the co-operatives’ treasuries and used for expansion. The 
association campaigned vigorously in 1947; its relaxation of 
effort in 1948 doubtless arises from a realistic acceptance of 
the fact that it is futile to ask a Republican Congress to shoot 
Santa Claus by alienating a large—and mainly Republican— 
group of citizens, the farmers, just before a national election. 

Aside from the political difficulties, when pressure is resumed, 
there will be legal and economic problems. The exemptions 
which the co-operatives enjoy apply to an enormous range of 
business—including at-cost wholesalers set up, for their own 
benefit, by some of the very “ profit” businesses which com- 
plain of co-operative competition. 

Another incongruity is that, while the taxes complained of 
as unjustly burdening “ profit” business are corporation income 
taxes, the hottest anti-co-operative campaigning has come in 
general from small country merchants selling goods and services 
to farmers, who almost invariably do business as individuals 


or partners, and who therefore até im the same tax status as 
the co-operatives. gee eee. * 724.0% 
Then, too, the farmers’ co-operatives have an obvious way of 
oposed legislation. By giving member- 
patrons the benefit of their saving 
at the time of sale, they.could eliminate the dispt 
patronage refunds, and with them all question as to w 
these are taxable. The move would precipitate a price 
war in many lines, petroleum products among them, 


American Notes 


Waterloo in Wisconsin ~ 


The Wisconsin primary, which four years ago retired Wendell 
Willkie from the Republican race, this week administered a heavy 
setback to Governor Dewey and appears to have pricked the 
MacArthur boom decisively. From» the latest reports available, 
Mr Stassen has swept the State, probably securing 20 of its 27 
delegates to the Republican convention. General MacArthur 
won probably only 7 delegates despite the almost unanimous 
reports from Wisconsin that he might sweep the field. It 
is a particularly heavy blow to the MacArthur supporters, for 
as a “native son” he was conceded a head statt in Wisconsin 
which he lacks elsewhere. Governor Dewey, struggling against 
the tradition that the Republicans never renominate a candidate 
who has once been defeated, has made an unpromising start 
apparently without a single delegate from the State he swept in 
1940 and 1944. 

In Wisconsin there -were only three stafs running, and the 
Nebraska primary, which will exhibit the paces, in addition, of 
Mr Martin, Senator Taft, Governor Warren and Senator Vanden- 
berg, will provide a much surer test of Republican opinion. But 
Mr Stassen’s overwhelming victory in Wisconsin plainly indicates 
an important and unexpected change in the relative strength of 
at least two contenders ; Governor Dewey may not now prove 
strong enough even to deadlock the convention. Calculating 
politicians awaiting the Wisconsin result before deciding: whether 
to board the MacArthur or the Dewey. bandwagon, have seen 
the Stassen chariot flash by instead. 
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ELECTRICITY ACT, 1947 


NOTICE TO HOLDERS OF SECURITIES 
OF ELECTRICITY UNDERTAKINGS 


The British Electricity Authority give notice that announce- 
ments providing information on the points set out below have 
been published. Copies of the announcements will be available 
for inspection at offices of Banks on and after the 7th April, 1948. 


1. The titles of those Securities of Electricity Undertakings the 
values of which have been declared by the Minister of Fuel 
and Power and the rates at which the calculation of the 
amounts of British Electricity Stock attributable to holdings 
of those Securities is to be made. 


The procedure to be followed by holders of British Electricity 
Stock who may wish t@ dispose of their holdings. 


. The use of certificates of the old Securities as representing 
the appropriate amount of British Electricity Stock until such 
time as new certificates for that Stock have been issued. 


Instructions to holders not to send certificates of the old 


Securities for exchange until requested by the Magerne 
to do s0. 


The extension of dividend mandates registered in respect of 


the old Securities to the British Electricity Stock attributable 
thereto. 


The titles of those Securities the values of which have not 
yet been declared by the Minister of Fuel and Power and the 
procedure to be followed by holders desiring to dispose of 
their holdings. 


British Electricity Authority, 
London. 


2nd April, 1948. 
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FOR THE YEAR ENDED DECEMBER 31, 1947 Se 
TO THE SHAREHOLDERS: tegehet: 
The volume of traffic on the railway in.1947 
record. Among the 


pore vn a aaten or contributing to ‘were a be are of amen 

employment in Canada, the backlog of need construction materials able 

goods, special efforts to move grain and flour to ocean for export, Reavy imparts in many 

categories from the Uni States, and record exports of wood pulp and newsprint i 

country. Passenger continued to decrease but was stili much above the prewar level 
Ta gestintenc! Se Retrar: Se n> % increase in freight races lo Octoder, 1946, & 

commmencine tn Feoruary and oon wah taba Gott bad bone omtien 

commencing in Fe wa ne a heaanbte. decision c nm cendered 

of the year. and engin “Peneas jens 

two increases in ie hee: rae additional to that authorised in 1946, and the Board of T: 

in each instance authorised the application of these increases to international, overhead and 

import and expert traffic in Canada. Notwith these increases the average | evenue r. 

for hauling one ton one mile in 1947 was 95/100 of a cent only, compared with 93/100 in | 

with an average exceeding one cent during the ten years 1920-1929, 
Working expenses contin to increase. The general wage increase of ten cents an 

made effective june |, 1946, was applied for che full year 1947 compared with the seven 

of 1946. Wage rates averaged 45Y, more than prior to che war and costs of materials and 

were far above pre-war leve'!s. ae 

Net earnings from railway operations were eee markedly inadequate. A substantial 

improvement might have pee 3 been expected from ee yowerd, aferisign of freight rates om the 

international tr: ed to, as well as from larger traffic volume. instead, the inercase > 

in gross earni ngs was almost wholly offset by rising costs; and the ratio of net to gross ear : 

remained practically the same as in when an all-time low was reached. i 

aah accounts of your Company show the foliewing results for the year ended December x, 


bebesh pind AGSOM Ny 








Gross Earnings ios - es je «+. $318 SO5909 
Working Expenses (including. taxes). o one pee one gan one +0295 693. 
Net Earnings... oe oe ott ° ees ° $22. 892, 
Other income oo - oy eee eee eon oon one oe. oe oe 24,7) 
$47 681, 
Fixed Charges we eee —e - eee o- see oo see oe 1S 787) 
Net Income eee ese ove o oo > » «. $31,893, 
Dividends. E *@ 
Preference Stock 
2% paid August 1, 1947 at tie os «. 8 2.276.841 
2% payable February 2, 1948... on eco one 2,278,841 
Ordinary Stock $4,557,682 , 
2% paid November |, 1947 ... ° . 6,700,000 : 
11,257,682 
Balance transferred to Profit and Loss Account... ns Be ca ion .. $20,636,260 


‘Waleaienectiiieneeiaiahs 
(The final dividend of 3 per cent. on the Srdinady Stock whieh was declared 
subsequent to. the end of the year and is payable March 3!, 1948, amounting to 
$10,050 000, ‘s not deducted in the accounts for the year i947) 


PROFIT AND LOSS ACCOUNT 





Profit and Loss Baiance December 31 1946 $269, 126.97 3g 
Final dividend of 3 per cent. on the eee Stock, declared from ‘the earnings of 3 
the year 1946, paid March 31, 1947 as bes on ont +++ 10,050,000 3 
$259. 076; 
Balance of Income Account for the year ended December 31, 1947 ... $20,636,260 
Portion of steamship insurance recoveries gertgen at compensation 
for increased cost of boonage peuhoanens os ¥ on $3843 
Miscelianeous—Net Credit 6 nos wes 
$21 577 668 
Deduct: q 
Aduustment. to prevailing official rates for sterling in ers of ‘e ' 
capital expenditures for steamships in years 1943-1946 pf. 1,530,679 an oak ee a 
Profit and Less Balance December 31, 1947, as per Balance Sheet an eae woe $279,123; 


RAILWAY OPERATIONS “Sal 
Gross Earnings in 1947 increased $26,090,091, or 8.9%, over those of 1946, and were but $285,115 
below those of 1944, the year of nee Sa0 95 carping’. 
Working Expenses increased . or 68%. The ratio-ot working expenses to gross 
ae was 92.81%. a neal ofa ~—; "06 from last year’s ratio, which was the highest on 
recor 
Net Earnings from railway operations were $22,892,189, an increase of $2,049,139. Our of each 
dollar of gross earnings, only seven cents of met was realised. 


GENERAL BALANCE SHEET, DECEMBER 31 1947 
Property Investment: ASSETS 
Railway, Rolling Stock and Iniand Steamships 
improvements on Leased Property ... 
Stocks and Bonds—Leased Railway Companies 
Ocean and Coasta! Steamsbips 


bee ese «+. $880,747,256 
bee bes +. 107,956,776 
see ove ew 134,169,779 

eee «. 54,545,167 
Hetel, ae and Miscellaneous Properties ove eo» 97,644,309 
Other inves 





$1 275,063,287 
Stocks and nao dncipiied Companies .. bes & ees $69,939,167 
Miscellaneous Investments hed bee ww» 42,039,979 
Advances to Controlled and Other Companies - eee ove 7,236,035 
Mortgages Collectable and Advances to Settlers +. ooo oun 4,293,295 
Deferred Payments on Lands and Townsites exe, ove tee 10,782,049 
Unsold Lands and Oder Properties... ose ary ons ow» 13,423,071 
Maintenance Fund a ond ose ont we oe «- 27,600,000 
insurance Fund . nu toe ose aee ew» 12,460,156 
Steamship Replacement Fund.. ik on ase ew 34,645,823 

Current 224,419,575 


Material ae ‘Supplies nes coe ove ose eve es $36,712,903 
Sipacet and Conductors’ Balances <.. eee ove eee ws 14,741,396 
Miscelianeous Accounts Receivable .., oop ees oon 5. 17,968,074 
Dominion of Canada Sema Tes | eb cco eet SO 


Cash oe ooo ove eve wee 42,644,686 
Unadjusted Debits: 143,734,056 
Insurance Prepaid ese eco eee ooo geo $238, 
Unamortised Discount on Bonds... eos eee ese eos 3,781 185 
Other Unadjusted Debits _.... one ave on one op 1.217424 


<snehiphiie _ 5,236,905 








Capital Stock: LIABILITIES 

Ordinary Stock oie wg aon aba os =p SPS gaan : 

Preference Stock-—4% Non-ciimulative  *. tod pie 921 $472,256.92 
Perpetual 4°/, Consolidated Debenture Stock ~ BBA 729 " 

Less: Pledged as collateral to bonds and equipment obligations... 500 295,438 29 
Funded Debt eee es oes oe oe one 
Current Liabilities: 

Pay Rotts. oe oer ony one owe ove eee eee 

Audited Vouchers eee ane ry eee one oe 

Net Traffic Balances... one eee ose ow ee 

pees eee Payable pee oe eee ove oo 

ix ges eee eee eee eee 
Unmatured Dividend Declared. oon éue ene eee i 
Other Current Liabilities ene aes oe eee oe ee 


Deferred Liabilities 





Dominion Government ‘Unemployment Relief ic cee Se 223 
Miscellaneous... ute oe és ahs ‘pee: 2x 4,578 
and Unadjusted Credits: Fs: 
Maintenance Reserves ... See one ooo 
Reserve oa oe ee one one 
mtingent Reserves ... e o eee one 
Credits... tao és eos eee 
Profit and Loss Balance.» ses tet 
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Mr Stassen’s ‘triumph ig due in part to the fact that, iff not a 


iyeson, he. is-at least a; stepson- wactoss the border in 
mA te bas strength with thi Stachinaeisay vole! and he 
has spent years cultivating personal contacts with the voters. 
Governor Dewey’s last-minute decision to make a personal appear- 


ance himself—intended, ironically, to stem a supposed MacArthur 
tide—came too late, 


But more was at stake than personalities. The “ generalissimo 
jitters,” the yearning for any strong man, untainted by political 
experience, is evidently weaker than was feared. An almost 
legendary figure, which could be all things to all men—and the 
MacArthur following was so ill-assorted as to justify calling him 
the Wallace of the Right—has been defeated by an avowedly 
ambitious politician who has made almost a fetish of frankness. 
Whether or not General MacArthur could be called an isolationist, 
or a China Firster, many of his followers were. Mr Stassen, 
despite certain vagaries, has always been an internationalist. He 
belongs to the more forward-looking section of a party which 
also cherishes its Martins and its Tafts.. One primary does not 
make a nomination ; but if the Nebraska result resembles that 
in Wisconsin, it will be hard to persuade Mr Stassen that he 
should be grateful for second place on the ticket. 


* * * 


Industrial Mobilisation for Peace? 


President Truman’s declaration that “the United States will, 
by appropriate means, extend to the free nations the support 
which the situation requires” is regarded by well-informed 
observers in Washington as the forerunner of a request for military 
lend-lease. They believe that the only reasons why the President 
did not openly demand this were that in Europe the time is not 
yet ripe and that at home Congress might welcome it as an alterna- 
tive, rather than as an addition, to selective service and universal 
training. These observers expected that in due course the free 
nations would be provided with at least enough military help to 
protect them against a Communist coup and that this would 
involve joint consultations on political and strategic questions. 
Congress in its présent mood seems ready to give such help—in 
theory at least. 


But in practice, if an effective programme of military lend-lease 
were added to the present rearmament plans, it would be hard 
to avoid a mobilisation of industry of the kind, though hardly on 
the scale, of the last war. Indeed, this would have been equally 
unavoidable if’ rearmament had been undertaken to the extent 
which was being discussed after the President’s speech and which 
the Services are believed to want. Mr Truman’s request for 
additional appropriations of only $3 billion for the military estab- 
lishment came as a real and no doubt intentional anti-climax to 
talk of raw material shortages, price pressures and renewed con- 
trols. The President’s programme is one for establishing peace, 
not for making war, but there are many, including probably Mr 
Truman himself, who doubt if it will be adequate even for this 
limited purpose: It is evidently, however, the maximum which 
he felt the economy could bear without the reimposition of war- 
time restrictions, a consideration which may damp Congressional 
enthusiasm for an Air Force bigger than that at present proposed 
by the Administration. 

* 


Even’ this moderate. expenditure may require some compulsory 
allocations, and Congress may be a little ‘more sympathetic to 
these when they are asked for as aids to mobilisation than it was 
when they were asked for last year as preventives of inflation. 
There is little hope that the present, system of voluntary allocations 
will prove adequate: steel is already in short supply, and shortages 
of aluminium (owing to insufficient electric power), of other non- 
ferrous metals and of petroleum are ee eras predicted. 
The public was well aware, even before Mr Baruch’s reminder, 
that the national resources were being fully utilised, and that this 
time there was no slack to take up in the economy. For this reason, 
Mr Baruch advocates not only that the impact of the present partial 
mobilisation on the economy should be carefully watched, but 
that the Government should be equipped with full mobilisation 
powers, which could be t into effect immediately on the 
outbreak of war by idential proclamation, with the concur- 

mgress. His “ ready-to-go” plan covers a system of 
ca Lane accumulation of strategic 






materials, a work-or-fight draft, and me ustrial readiness. This is 
not by any means the first time he has advocated such a plan, 
but today memories of past unpreparedness are still vivid, and his _ 
reputation as a successful prophet is unrivalled. 
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Congress Cuts Taxes 


By 311 votes to 88 in the House of Representatives, and by 
#7 ‘vores to To in the Senate, oi Truman last_week lost 
the final round of a tax battle which began with the Republican 
electoral victory of 1946. Mr. Truman’s vetoes—two in 1947 
and that last week—were given against Republican majorities and 
therefore created no such sensation as that of 1944 when 
Roosevelt “ attempted to defeat his own party in election year, 
and attempted also the first major challenge by ey 
branch to Congressional control of tax-gathering. But. whereas 
in 1947 the Democrats in Congress voted to uphold their Pre- 
sident’s veto, they have refused to do so in an election year. Mr 
Truman’s case against relief, at the expense of sOme easy popu- 
larity, is still exceedingly difficult to confound, and Republican 
leaders, while naturally jubilant at a success which enables them 
to keep election pledges, have no great faith in its permanence. 
They declare that Congress will maintain budget stability, reduce 
public debt, and rearm to any necessary extent. They may be 
lucky ; to achieve all this they will reed to be. 

The new tax law is a relatively mild version of the exuberant 
plans formulated by eager Congressmen in 1946, and modest 
again by comparison with 1947 plans, when tax cut proposals 
ranged from 30 per cent to 10} per cent, with comparatively 
small reliefs for lower income groups. The Act increases the 
personal exemptions for each taxpayer, and for each dependanr, 
from $500 to $600, repeals the 5 per cent “ allowable charge ” 
against assessable income, and applies a reduction of 17 per cent 
on the initial $400, 12 per cent from that point to $100,000 and 
almost ro per cent on higher figures. There is no direct change 
in normal income or surtax fates, but the maximum effective 
rate is cut from 85 to 77 per cent. 

Mr Truman maintains, despite Republican denials, that 40 per 
cent of the relief will accrue to incomes beyond $5,000 yearly, 
and that the substantial reliefs of estate and gift taxes can bring 
no benefits to most taxpayers.’ Republican figures may be based 
on the widespread refusal to. concede that the adoption of 
“community property” assessments for married couples repre- 
sent tax relief so much as “tax reform.” But under it very sub- 
stantial benefits accrue to higher incomes, for the adoption of the 
“community property ” standard will mean that taxpayers in all 
States can now enjoy the right to divide their joint income equally 
between husband and wife, without regard to source. In the 
past this privilege has been confined to the twelve “ community 
property ” States. Since present surtax rates touch 50 per cent 
on incomes from $16,000 to $18,000 and range to 91 per cent on 
individual incomes exceeding $200,000, it is clear that the process 
of halving assessable income can be very profitable indeed—to 
those on the higher brackets. 

This is perhaps the most interesting feature of the new tax law, 
since it rings down the curtain on the attempts made by the 
Bureau of Internal Revenue to confine :the benefits of “ com- 
munity property” assessments to eight. States. which were. for- 
tunate enough to apply these: provisions before the. introduction 
of the first Federal income tax in 1913. Nine years ago, Oklahoma 
and Oregon attempted, to extend “community . property” 
schedules, but were over-ruled on technical grounds, . When. the 
Supreme Court finally accepted a revised plea by Oklahoma, the 
way was clear to correct anomalies which conferred indiscriminate 
benefits on only a fraction of the States. 


* . * 







A Federal Minimum for Education 


The Taft Bill to equalise educational opportunities by dis- 
tributing $300 million of Federal aid to the States has been 
passed by a Senate majority of 58-22, drawn from both parties. 
The Bill would set a minimum of $50 on educational expenditure 
for every child. If the House follows suit, it will become the 
first major welfare act of the 80th Congress. Compared with the 
national expenditure of $3 billion on education, $300 million is 
not very much ; it is an even smaller drop in the $6 billion bucket 
which the National Education Association believes is needed. 
But it is the opening wedge of equalisation. The bulk of the 
payments will go to the South, which with its high birth rate 
and meagre funds for schools exports illiteracy throughout the 
nation. With 30 per cenr of the nation’s children, the South 
has only 17 per cent of the national income. Mississippi, which 
like the old woman who lived in a shoe has so many children she 
doesn’t know what to do, spent 3.4 per cent of her income to 
provide $25 of education for each pupil last year, New York, 
which spent 2.6 per cent of a much larger income, was able to 
allot $234 per child, 
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If the prospects for enactment of the Bill look good, it is 
artly because of the growing crisis in education, and. partly 
use of the skill with which the Bill has been drafted to avoid 
the rocks which have wrecked previous Bills. Every effort has 
been made to lay the spectre of Federal control following Federal 
funds, The question of whether any Federal funds can be used 
to support non-public (chiefly Catholic parochial) schools, has 
been rigorously left to the States ; but the Supreme Court decision 
in the Champaign case suggests that the use even of State funds, 
beyond the provision of text-books and transport, 1s probably 
unconstitutional. The South’s separate and inferior school system 
for negro children has, in the past, proved an even greater 
obstacle. The present Bill leaves the solution of this problem 
to the States, with the sole proviso that Federal funds must be 
“justly and equitably apportioned.” If this is defined as it has 
been in the past, as meaning a share of Federal funds propor- 
tionate to the number of negroes in the population of the State, 
there will be a revolution in negro education. Mississippi, whose 
population is 49 per cent coloured, spends at present $52 a year 
for each white pupil, $7 a year for each negro child. The Bill 
also provides a complex system of allocation, devised to meet 
objections that with Federal aid some States will relax their own 
efforts. 

The deterioration in the nation’s schools since 1939 has long 
been pressed by the educational lobby. It is reinforced each year 
by rising enrolments of children and the exodus of teachers to 
better-paid work. Congress, which is constantly reminded that 
the American way of life is on trial, may well feel it can no 
longer postpone a reform which recognises that, although children 
are educated by the States, they all become American citizens. 


* * * 


Testing the Labour Injunctions 


In a message to the 400,000 soft coal miners who have left 
the pits, Mr Lewis denied that he had ever ordered them to 
cease work and told them to make up their own minds whether 
they should go back. So far not only have they shown no sign 
of doing so, but they have been joined by the anthracite miners, 
who are protesting against the way in which Mr Lewis is being 
“ pushed around.” Mr Lewis’s message may have been a charac- 
teristically indirect way of suggesting to the miners that they 
return to work, but it was more probably an attempt to build 
up his case against the temporary injunction which was issued on 
Saturday to restrain the Mineworkers’ Union from continuing 
the strike. Mr Lewis has petitioned for the injunction to be set 
aside and the Government has replied by summoning him to 
explain why the Union should not be cited for contempt of 
court, since the miners remain idle. He has, however, complied, 
after his usual delay, with the other part of the injunction, which 
requires him to negotiate with the coal-owners on the pension 
disagreement which is the cause of the stoppage. The summons 
is to be heard on Monday, when hearings are also due to open 
on whether the temporary injunction shall be extended to the full 
80 days provided by the Taft-Hartley Act. Meanwhile, as the 
strike nears the end of its fourth week, and as vital tons of steel 
are lost daily, Mr Lewis is demonstrating very successfully that 
the Taft-Hartley Act provides inadequate protection against 
strikes inimical to the national welfare. As in the past, he may 
be equally successful in inducing Congress to pass new legislation 
which is even less acceptable to labour than the old. 

If the railway engineers strike at the end of the month, they will 
presumably provide another opportunity for testing the injunctive 
process, but few will argue nowadays that the strike of Stock 
Exchange employees affects the national welfare, even though its 
violence certainly affected the welfare of a few of the nation’s 
citizens. As long as negotiations continue, the National Labour 
Relations Board is unlikely in this case to seek an injunction 
of the kind which it obtained last week against the International 
Typographers’ Union. The exact implications of this injunction 
are uncertain, but. the ITU, in what is apparently a satisfactory 
attempt to comply with it, has recommended to its striking local 
branches that they bargain in good faith, negotiate contracts for 
a definite term and abandon any effort to perpetuate the “ closed 
shop.” Negotiations on this basis have been opened in the most 
famous of the current printing strikes, that against the Chicago 
newspapers, and seem likely to lead to a speedy settlement in 
New York, where there has been no strike, although the printers’ 
contract with the newspapers expired at the end of March. -A 
truce ‘has. now. been called in the. strike against the New York 
commercial printing firms, which was over wages, not over the 
terms of union security. 
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Letters to the Edit 
‘«¢ Short of War ”’. 


S1r,—I have almost invariably agreed with your leading ar 
on foreign policy, but I feel that your last was most misleg 
Of course, I agree with you that any Munich-like action at: 
stage would be fatal. I agree that some of the 15 Labour MPs who 
have suggested an Attlee-Stalin conference have in the past adyo. 
cated a policy which could in my view be fairly denounced ag , 
policy of appeasement. But that is no reason at all for 
that any high-level conference with Stalin would be a mista 
On the contrary, the fact that Mr Churchill, among others, hag 
effect advocated this course of action, should make it clear 
a conference with Stalin could be devised in circumstances wh 
would indicate strength and not weakness. oe 

You suggest that the international situation is not really wor 
than it was eighteen months ago. I should in any event disagree 
with this view, because I believe the Soviet Union’s recent actions 
to have been even more brutal and antagonistic than ever before. 
But the real point is that another eighteen months have elapsed, 
during which the totalitarian powers have been able to proceed 
with their development of weapons of mass destruction, including 
the atomic bomb. There is the real danger. 

For that reason it seems to me that your leading article js 
dangerously complacent, and indeed seems to suggest that the 
freedom-loving powers should wait until the police states them. 
selves develop weapons of mass destruction. If that really were 
your policy, it would surely be almost as unrealistic as that of 
those who ask us to be neutral in any struggle between the Soviet 
Union and the United States of America. 

Surely now is the time to confront Stalin personally with the 
fateful choice which he has to make. I believe that Mr Art 
Mr Bevin and Mr Churchill, for Britain, Mr Truman, Mr 
Marshall and Mr Vandenberg for the United States of America, 
might have a tremendous effect upon Stalin. They could say 
things in private which could not usefully be said in public at 
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From The Economist of 1848 


April 8, 1848. 


It is plain that if some new plan be not fallen on tp intro- 
duce order, government, and something approximating to 
a common unity of feeling into France, that country must 
long be the prey of great disorder. Perfectly secure, as she - 
now mEPeeS, from all foreign invasion, she is quite free | 
to work out her own progressive improvement in her own _ 
way ; and it will be alike a great scandal to her civilised _ 
people, to her men of letters, her philosophers, and her 
statesmen, if they do not educe some kind of order from — 
the present confusion. Susceptible as her people are to 
ridicule, to eloquence, and to music—the enthusiasm excited _ 
in them by a speech or a song being far beyond the cold «| 
conception of our people—the press must be the great instru- — 
ment for promoting amongst them that knowledge which ., | 
alone is the basis of all improvement. . .. Our observation _ 
leads us . . . to believe that many of the Paris papers are _ 
beginning to take a very reasonable view of the most im- 
portant questions now at issue, and that they will in no long 
ume... . effect a quiet but a great reformation in the opinion 
and conduct of their countrymen. 


For example: The Times . .. tells us that the Corsaire — 
and Charivari ate courageously throwing raillery on the — 
ridiculous practice of having great public processions to plant — 
trees of liberty, and that threatening cries of “d bas les 
riches,” “a bas les aristocrats,” are no longer heard. The 

opposition of La Presse to many of the nostru 
the day is notorious; and if that has gained for - 
Presse a fierce attack by the enemies, it has rallied arow: 
that journal all the defenders of of the press . 
The Fournal des Débats, rejoined by M. Michel. Ch 
who left it. some months ago on account of. a, diff 
political opinion, is devoting a e 
to ae geese question of labour, and will, 
help of other journals, convince the peop 
depends on discarding ue 
a powerful cos ook 
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is stage. If were to succeed, they would earn the gratitude 
tis generation. But even if they were to fail, as I agree to 
pe very likely, they would still have performed an invaluable 
gervice. Such a mission would do an enormous amount to unite 
the British and the American peoples behind their Governments. 
(It is often forgotten that even Mr Chamberlain’s ill-fated mission 
at Munich did succeed in uniting the British Commonwealth and 
Empire behind his delayed call to resistance against Fascist 

ession.) 

1 The more one considers the advisability of such a conference, 
the more one is convinced that if the principal actors concerned 
are willing to act together, and prepare in advance a carefully 
devised line of action, they might perhaps even change the mind 
of the Polit-Bureau, and would in any event solidify public 
opinion in their countries. This time such a move could be the 
reverse of Munich and could be the most effective culmination 
of the diplomatic offensive which has now been assumed.—Yours 
faithfully, RAYMOND BLACKBURN 

House of Commons 


‘‘Two Million Without a Party ”’ 


Sir,—It is now over six weeks since the last of your four admir- 
able articles on this subject appeared, and like, I imagine, many 
others I have been waiting for somebody to raise the standard and 
call those who find themselves politically homeless to organise 
and make their influence felt. But now surely the time has come 
to stop saying “ Why doesn’t somebody do something ? ” and for 
those of us who broadly agree with these articles to get together 
and do it ourselves. 


Books and 


Historical Portraiture 


“ Personality in Politics.’’ By Sir Arthur Salter. Faber and 
Faber. 250 pages. 12s. 6d. 


Few people living today can have come into close personal contact 
with such a varied group of personalities in so many spheres of 
public life as Sir Arthur Salter. This fact. combined with the 
penetrating lucidity and balance of his judgments make these 
essays an unusual contribution to contemporary biography. The 
sketches include besides five British Prime Ministers from Lord 
Ralfour to Winston Churchill—all, in fact, except Lord Baldwin— 
President Roosevelt, Woodrow Wilson, Mussolini, Clemenceau, 
Poincaré and Briand, Chiang Kai Shek and members of the 
Soong dynasty. They are prefaced by an interesting discussion 
on the place of personality in history and a critical evaluation of 
the not unimportant element which anecdotage can contribute to 
historical judgment as “the humblest of the servants of Clio but 
not the least attractive and, it may be, not the least valuable. 

The two essays on. Lloyd George and Ramsay MacDonald show 
an interesting contrast. Both these political leaders rose from 
obscure conditions to the highest office ; but the dynamic imagina- 


For what your final article, “Third Party or No Party,” pro- 
poses can certainly be done. I have, in fact, helped to do it. In 
1934 the farmers of Dorset and Wiltshire, seeing themselves faced 
with ruin, organised for political action and told their Members 
of Parliament that they would vote against them if a particularly 
objectionable Bill which the Government had introduced was 
passed. Success was immediate and complete. Although nor- 
mally an ignored and impotent minority even in the rural con- 
stituencies, the farmers could influence enough votes to turn the 
scale between the parties, and thus as if by magic the minority 
acquired the powers of a majority. 

The reason why “ Movements ” usually fail is that they do not 
know how to move. Mass Meetings at the Albert Hall seldom 
worry a Government, for they threaten no seat. But if those who 
represented the floating vote of Kensington were to hold a meet- 
ing there, it would be a different matter ; and if similar meetings 
were held in two or three hundred constituencies, even the 
strongest Government would be ready to listen. For the majority 
of Members are at the mercy of the floating vote ; and even more 
vulnerable than the Member is the candidate. Anybody who has 
stood for Parliament knows what it costs to say “no” to the offer 
of even a dozen votes ; after all, they might mean the difference 
between winning and losing. 

There is, in fact, no insuperable difficulty to prevent us from 
organising the great mass of informed and independent opinion 
which feels at home neither with the Left nor the Right; and 
until it is done, “ something,” as you say, “ will be badly wrong 
with British politics.” Will those who agree that we must end the 
waste of what is perhaps our most valuable asset please get in 
touch with me ?—Yours faithfully, D. ALLHUSEN 


4 Grosvenor Street, London, W.1. 


Publications 


tion of Lloyd George was combined with a hard fibre which was 
immune to vanity and social flattery ; the tragedy of MacDonald 
was success, which estranged him from his party colleagues and 
caused him to outlive himself not in retirement but in the actual 
office of Prime Minister. The essay on.Lloyd George..contains 
some very interesting comments on his attitude to the Civil Service, 
and Sir Arthur Salter’s favourable verdict on his technique of 
selection and the success of his personal secretariat is undoubtedly 
significant. But the masterpiece is the essay devoted to 
Mr Churchill, which sums up his.dominant.characteristics as 
Magnanimity, and is a most eloquent tribute, only just this side 
idolatry, to the greatest national leader of our time. 

The essays on the American Presidents of the two world wars 
also provide an interesting contrast of personalities, embodied 
in the inflexible will of Wilson, who in the end was broken 
because he could not bend, and Roosevelt’s extraordinary 
flexible gift of improvisation combined with a rare measure of 
political and personal courage. The study of the technique of 
dictatorship as illustrated in Mussolini is also illuminating, and 
leads on to a final chapter on personality and..power, which con- 
tains the rather disquieting conclusion that the modern technique 
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of dictatorship. has made the subversion of free government a 
‘comparatively easy matter, but the recovery of freedom almost 
insuperably difficult. 

Two of the essays are devoted. to persons who could not 
normally be described as politicians—H. G, Wells and Maynard 
Keynes. The former is described in a most illuminating study as 
“ the greatest public teacher of our time,” which traces in his life 
the suecessive alternatives of enthusiasm and disillusion which 
ended so tragically in Mind at the end of its Tether. The study of 
Keynes, the artist-econom'st, is also a brilliant appreciation,, but 
the judgment that The Economic Consequences of the Peace did 
more harm than good may come as something of a surprise. 


The Last Contribution 


“The Age of Peel and Cobden.’’ A History of the English 
People, 1841-1852. By E. Halévy. Translated from the 
French by E. 1. Watkin. Benn. 25s. 


Ar the time of his death in 1937 M. Halévy had completed more 
than half of his Histoire du Peuple Anglais au XIXe Siécle. This 
work began with an introductory volume which will remain a 
classic ; two volumes then brought the narrative and analysis down 
to 1841. M. Halévy had also published an Eptlogue in two volumes 
on the years 1895-1915. He had planned three volumes to cover 
the period between 1841 and 1915, and had written the greater part 
of the first of them. This unfinished volume has now been 
,revised and arranged for publication by Professor Vaucher, a great 
friend and former pupil of M. Halévy. Professor Vaucher, with 
characteristic modesty, keeps himself wholly in. the background, 
but his editorial work is of the highest order. The labour which 
he has expended is amply repaid in the production of a book 
well able to stand with the other volumes of this great History. 
The translation is also very good. 

M. Halévy died in the fullness of his intellectual powers and 
maturity ; his last completed chapters. show no falling off in 
scholarship or judgment, and his writing, as always, is quict, 
careful, and restrained. He does not often attempt large-scale 
characterisation ; his leading figures take on the colour of their 
,environment and are built up out of it. They are indeed for 
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this reason fully alive. and fully differentiated... Palmerston: j 
seen perhaps a little too much as he appeared to exasperate 
foreign statesmen, but Peel could not be better described, | 
somewhat. grim justice is done.toLord John Russell, ~~ 
M. Halévy is at his best in the spheres where. politics: ang 
economics meet. The years 1841-1852 are especially rich in this 


conjuncture and give ample scope for M. Vy's acute: and 
original treatment. There could be no better short summary of 
Chartism than these two sentences: | 
“In a country of artisans and peasant proprietors Chartism would 
probably have succeeded, the Anti-Corn-Law failed, But in conge. 
quence of the distinctive social structure of Britain the contrary 
happened.” : 


Or again, Peel’s Budgets: 


“ According to Disraeli, Peel lacked imagination. True, if ¥ 


mean the imagination of a man of letters, of Disraeli himself. 

a pewenthelens, sare ms, their ae works of imaging 

ana § e to the imagination of a nation of economists an busines 

oe . ‘ 
Or the landed aristocracy and the repeal of the Corn Laws: 
“In 1832 the nobility had sacrificed much of its political to save 
its economic privileges. Now it sacrificed the most valuable of the 
latter to save what the Reform Act had left of the former.” 

It is impossible to review this last volume of M. Halévy’s work 
without great sadness, not only for the loss of so charming a man 
and so fine a scholar. The circumstances of our time make it 
very difficult for the younger scholars of one country to acquire 
that deep knowledge of their European neighbours which 
M. Halévy possessed, and yet, without such capacity for mutual 
understanding, political plans for closer European Union can lead 
at best only to “watery friendships.” It is a matter for con- 
gratulation beyond the world of scholarship that M. Vaucher is 
now in Paris and is encouraging his pupils in those studies which 
he learned from his own master. 


Correction 


In the issue of March 13th Dr C. E. M. Joad’s book 
“ Decadence ” was inaccurately attributed to Messrs. Gollancz as 
publishers. The publishers should have been given as Messrs 
Faber and Faber. 
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_ THE WORLD OVERSEAS 





France Leaves 


the Doldrums 


(From Our Paris Correspondent) 


N so far as economic facts dominate political factors, the prospects 
I of the present Schuman coalition government are reasonably 
rosy. The double dose of interim aid, followed by the unexpectedly 
swift passage Of» BRP, means: that American supplies, on which 
French subsistence today directly and immediately depends, will 
not be interrupted, A major economic catastrophe, which has 
been threatening the country for months, is now decisively averted. 
Within the next few. months France will be receiving materials 
and machinery of which imports had been totally suspended since 
dollar supplies gave out Jast summer, and of which stocks were 
almost exhausted. 

Out of the first year of aid the French hope to. obtain 20 per 
cent of Europe’s dollar allocations. Three-fifths of this. will cover 
food and raw. materials, taking the form of a free grant. The 
French authorities hope that.the precedent established under the 
intcrim aid agreements will again be followed, and that the bulk 
of the franc-value of the grant will be allocated to the French 
Government for reconstruction purposes. This means that recon- 
struction will no longer have to be financed by the inflationary 
methods which have destroyed the various attempts at monetary 
stability since the Liberation. 

The other two-fifths of American aid will cover the re-equipment 
and modernisation of French industry and agriculture, presumably 
in the form of a loan, and it is hoped will help towards the targets, 
now far in arrears, of the Monnet Five Year Plan. 

Two other factors, outside the reach of the Government but 
essential to its success, have combined to make this year poten- 
tially the turning point from poverty to plenty. First, are the good 
harvest prospects for the world in general and France in particular 
—a fortunate contrast with 1947. A mild winter and satisfactory 
spring rainfall have already assured record grass supplies, and 
hold out promises of a bumper cereal crop. There is thus no 
encouragement to the peasants to hoard in expectation of scarcity, 
which occurred this time last year and constituted the first and 
fatal blow to Leon Bhum’s price reducing experiment. So far 
(although this week, for the first time since Christmas, adults have 
received their monthly 100 gr. butter ration) the improvement is 
barely visible in food prices, but at this time of the year it is 
significant that these are not rising. Butcher shops are bulging 
with meat, but prices still .confine.supplies to the upper income 
groups, where excess is creating new national health problems. 
There is still an unsolyed bread deficit, but the authorities are 
hoping that external aid may enable the existing ration to hold 
out until the next harvest: © ; : 

The other hopeful factor 'is the revival of French coke and coal 
imports, lack of which, ever since the war, has strangled 
industrial production. Whereas the Lorraine industrial basin, 
by far the: most important steel-producing area in France, 
has hitherto barely produced 60 per cent of its capacity, 
the decision to double the coke allocation from the Ruhr to 
France will enable all the blast furnaces to operate. France 
will now not only be able to meet its own serious _ steel 
deficiencies; but will also be able to export machinery to Eastern 
Europe and to contribute. its steel export quota, fixed under the 
16-nation agreements. 

For ese three reasons—American aid, good weather and 
higher fuel imports—the French Government have fought their 
battle with inflation on relatively favourable terms. : The world 
tendency for prices'to drop has influenced the French market, 
and American aid has enabled the French authoritics to provide 
importers ‘of. approved goods with 50 per cent of their dollars at 
the controlied’ tates (210 instead of 310 francs), thereby reducing 
the effect: ob»devaluation on the home market By expanding 
Production the Government’ ‘has also obtained, agreement— 
among» which certain «textiles; leather» goods vag 
machinery are the most important. At thetisk of -having to 
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impose abolished subsidies, the Government have also made a 
sacrifice’ ta the cause of! reducing prices by cutting the Cost of 
domestic coal by 10 pet cent and electricity by 7 per cent. 

But so far le climat de la baisse (the climate. of falling prices) 
heralded in the columns of the pro-Government newspapers, 
provides Parisians with a subject rather for irony and doubtful 
jokes than for real enthusiasm. Housewives returning from 
market remain vociferously sceptical... Until the mew harvest is 
in, until the bread ration rises, until fresh vegetables and. fruit 
glut the market, until projected imports of agricultural i 
reach French farms, until the double quota of Ruhr coal makes 
itself feit, the political impact of the present economic: recovery 
will remain barely discernible. 

In well-informed official and business quarters there is general 
agreement that la conjoncture économique is more’ promising 
than at any time since the Liberation, but their optimism has not 
yet filtered through to the people either in town or country. 


Socialism Abandoned 


For the time being, Parliament is on vacation until April 2oth, 
and the discouraging spectacle of the successive diminutions of 
the Government’s majority has been interrupted. But’ even 
allowing for the present economic: blessings, it is by no means 
certain that when the deputies return from “sounding” :theit 
constituents the coalition will not be subject to new straits. 

Trouble may come from either wing: the Socialists or the 
rassemblement des gauches (Radical and near-Radical groups). 
The Socialists have basically a sound reason for discontent, since 
the Goyernment’s present policy, whatever its merits, is the 
antithesis of Socialism. It ‘has’ systematically withdrawn price 
controls while continuing to peg wages ; it has permitted rapid, in 
some cases spectacular, increases in industrial profits ; it has given 
up any attempt to ration the large majority of basic foods ; it has 
failed to alter the system of tax collection so that salary earners 
still pay the lion’s share; Like his predecessor under Louis 
Philippe, M. René Mayer has said “ Enrichissez-vous,” while the 
Socialist party’s clientéle is composed precisely: of ‘people unable 
to do so. The Socialists are also critical of a 4o per cent budgetary 
expenditure on armaments and particularly of the costly Viet Nam 
war. Any disturbances elsewhere in the French Unien, notably 
in inflammable North Africa, would also almost certainly bring 
Socialist autonomous conceptions into conflict with the belief in 
authoritarian handling of the natives which distinguishes imperial 
thinking on the right. 

At the same time, any concessions to. Socialist views, or any 
delay in liberalising and decontrolling French economy, would 
bring the Government’s doubtful supporters from the Right into 
Opposition, where they would meet the Gaullists, now more than 
ever intent on_ bringing the General back into office, so that he can 
profit from the promising economic outlook... Their impatience 
may incline General de Gaulle to compromise on the constitutional 
and parliamentary issues, so as to permit a coalition with the 
centre, advocated publicly by the Gaullist ex-Minister of Finance, 
M. René Pleven, just, before the Easter parliamentary. recess. 

How long the Govetriment will survive, and who will replace it, 
will largely depend..on international factors and particularly on 
the result of the Italian elections. For the time being; the French 
Communists are» playing for low: stakes, contenting themselves 
with: inciting loca] strikes and demonstrations, whose cumulative 
effects may retard recovery, out which barely influence the political 
equilibrium. A kick from the Kremlin, or encouragement from 
Italy might--alter their tactics; Certainly: any signs. of a more 
vigorous ‘Communist offensive at home or on the French frontier 
would, provoke» Gaullist ;reaction and support for a strong 
government to handle real or imagined insurrection, Alternatively, 


if the present calm continues and if the Italian results suggest 
no immediate menace to France, the Socialists may begin to 
wonder why they are rowing a Conservative boat. Fear of the 
ajternatives, rather than political affinities, have induced them to 
sipport Schuman and Mayer, and their loyalties will almost 
certainly subside with their fears. 

Nevertheless, it would be a mistake to underestimate the tenacity 
and tactical talents of the present leaders. Even if M. Schuman 
has never any personal popularity, he has handled 
successive crises with a flexible opportunism which has saved 
many apparently hopeless situations, His Government is indeed 
a political anomaly created in a panic, with no positive programme 
and no common object, yet his whole team has a strong incentive 
to stay in office in the now reasonable expectation of better times 
to come. 


Denmark’s Foreign Policy 


[FROM OUR COPENHAGEN CORRESPONDENT] 


In the hundred years that Denmark has been a democratic country, 
the Riksdag has never had a debate on foreign policy. It was a 
subject which only concerned the Minister of Foreign Affairs 
and his carefully selected and most exclusive staff. During the 
Second World War, however, the then Foreign Minister, Mr Erik 
Scavenius, found out, much to his bewilderment, that the people 
had taken foreign policy into their own hands. But once the 
interregnum of the resistance movement had ended, there was a 
tendency again to withdraw the delicate subject of foreign affairs 
from the public eye. 

Up to the beginning of this year, the Riksdag and most of the 
press seemed to have been hypnotised into silence by the Soviet 
shadow. Public declarations cautiously reflected the differences 
between east and west, and abstruse compliments were paid to 
both sides. At the same time they stressed that Denmark would 
stay neutral and never, never, join any bloc. 

The conception of Western Union and events in Czechoslovakia 
and Finland caused a great change in public opinion. The press 
began calling a spade a spade, and, on public demand, permission 
was graciousiv given for the Lower House to hold its first debate 
on foreign affairs for a hundred years. In a sense the debate 
was disappointing, for it developed merely into an internal fight 
between the Communists and the other parties. This fight, how- 
ever, revealed a bitterness which left no doubt that the over- 
whelming majority favoured the West. - Social Democrats openly 
called the Communists a fifth column which was ready, they said, 
to enslave the Danes as their comrades had done in Czechoslovakia. 
(But this would not be easy: the Danish Communists hold 
only 9 seats, or 6 per cent of the Lower House, as against the 
38 per cent held by the Czechoslovak Communists.) Moreover, the 
Prime Minister, Mr Hans Hedtoft, publicly encouraged Danish 
workers to isolate Communist leaders everywhere on the grounds 
that Communist policy was dictated by a foreign Power. 


Co-operation with the West 


Two main themes emerged during the foreign policy debate— 
co-operation with the Scandinavian countries, linked with the 
Marshall countries, and Danish defence policy. There is no doubt 
that before the last war, Danish foreign policy was a function of 
its “ great neighbour in the South.” Quite logically it might be 
expected that today it would be a function of its “ great neighbour 
in the East.” But the Foreign Minister, Mr Gustav Rasmussen, 
commenting on the latest developments in Eastern Europe, said: 
“We Danes are against any form of compulsion or unification in 
thought, speech, or-living conditions. We cannot imagine 
a bearable existence without freedom of speech and democratic 
institutions as developed in this country during the last century.” 
The former Prime Minister, Mr Kntid Kristensen, declared that 
Denmark must co-operate closely with Scandinavia and all demo- 
cratic countries, “so that they are not overrun, one after another.” 
The Conservative spokesman, the former Minister of Defence, Mr 
Ole Bjorn Kraft, also spoke for full co-operation with the Western 
democracies. 


Co-operation between the Northern countries has long been 
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there seems to be no difference between them. There is. goog 


progress also in building up a Northern Customs Union, by 
the idea of a Nordic defence union is still barred by == 


hostile attitude. The idea of a Northern Customs Union js y, 
much related to the Benelux system and to the whole suggestion 
of closer economic co-operation in Europe. As one of the f 
correspondents in Denmark remarked, using the familiar terms 
from the cable companies: “ Western Union via Great Northern” 
There is still a long way to go from Marshall Plap 
to Western Union. Mr Bevin seems not even to have indicated 
that his suggestion for a Western bloc includéd the Northem 
countries and the invitation may never come, Danes have 


not forgotten that both Sir Edward Grey, before the First World — 


War, and Mr Winston Churchill, after the outbreak of the Second 
World War, said that Denmark was “ written off.” Geographically 
its situation was such that Great Britain could not come to its 
help. The strategic position may still be the same, so that a 
Western Union may not want to include a Denmark it canng 
afford to protect. i 


Demand for Stronger Defences 


During the debate in the Folketing the Foreign Minister stressed 
the importance of Danish defence. He did not believe that 
any country wanted war. On the other hand, he would not 
guarantee that there would be no war, and it might start in quite 
unexpected places. It was necessary, he said, to strengthen their 
defences, and, should Denmark be attacked, it would defend its 
independence with all its might. 

These words—which are more positive than have ever been 
heard in the Danish Parliament—were not contradicted from any 
side during the debate. Having mishandled the reconstruc- 
tion of Danish defences ever since the end of the war—and spent 
800 million kroner (£40 million) during the last two years—the 
Minister of Defence has now ordered the service chiefs to produce 
a combined defence plan amounting to 242 million kroner a year, 
This is a big increase compared with the years before the war 
(62 million kroner)—it may even be too much, as Denmark 
does not now possess sufficient hard currency to buy the necessary 
arms. The money ought probably to be spent on a sliding scale, 
or the Government should call in, not the military leaders, but a 
small group of industrial leaders who, advised by the technical 
experts, could plan a rearming programme in a minimum of time 
and also see to it that it could be carried out by the country’s 
own industry. That was the way Sweden rearmed during the 
war, with amazing results. Strategy, too, appears to be out of date. 
In proposing an army of uj to 400,000 men, insufficient attention 
has been paid to the Air Force. Denmark’s outstanding aviator, 
Colonel Birksted, who served with great honour in the Norwegian 
Air Force in England during the war, has proposed that Denmark 
should concentrate on building up a transferable defensive air force 
which could join those allied forces which in other countries would 
be fighting for freedom. 

Without such an alliance Denmark would fight in vain. 


South African Politics 


[FROM OUR JOHANNESBURG CORRESPONDENT] 


Tue first postwar General Election in South Africa is expected 
to be held towards the end of May. Even the Opposition 
expects the Government to win, and General Smuts’ United 
Party hopes for a substantial majority. Apart from the divided 
Labour Party and the almost extinct Dominion Party, the 
Opposition groups consist of the Nationalist Party, the Afrikaner 
Party, the New Order and the Ossewa Brandwag. The last two 
will not put up candidates because they do not believe in Parlia- 
ment. 

The Nationalists, led by Dr D. F. Malan, have rediscovered 
the virtues of d since Germany’s defeat, and they will 
not make the establishment of a republic an issue at this election. 
The chief plank in their platform is native policy. The majority 
stand for apartheid—the natives to be kept in rese without 
citizenship rights when not working on farms or in town: 
the abolition of natives’ representation in Parliament. 
Nationalists are themselves in doubt about the practica 
this and have appointed a commission to work out its 


hin 


tions. The Afrikaner Party, under Mr N: C, Havenga, broke 
away from the Nationalists in 1940 and was believed to. be mote 
liberal than the Nationalists until it suddenly became: friendly 
towards the Ossewa Brandwag, an anti-democratic i 3 


However, Malan and Havenga have 
result of which 


made an election pact, a3 
Nationalists will probably get the support: 
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members of the Ossewa Brandwag. Mr Oswald Pirow’s “New 
Order” stands for National Socialism. onm-the..German. model, 

Though the Afrikaner Opposition is thus divided, all groups 
are linked by the-.Broederbond, a society whose members 
hold key posts in all walks of life, including the public service. 
The aim of the Broederbond is the establishment of a republic 
in which the English-speaking section of the whites (40 per. cent 
of the total European population) would play second’ fiddle. 
Both Dr Malan and Dr J. F. J. van Rensburg, the leader of the 
Ossewa Brandwag, are members of the Broederbond, 


Weak Labour Party 


The Labour Party is so volatile and unstable that even though 
an election agreement has now been reached with the United 
Party, heartsearching is likely to continue, The agreement’s “ sole 
purpose is to ensure that the Nationalists and their allies will not 
be in @ position tO win seats on a minority vote through three- 
cornered contests.” Even if Labour had split the vote, the United 
Party did not expect the Nationalists to win more than 16 addi- 
tional seats, giving them ‘a total of 64, and the United Party 
between 80 and, 85 compared with its present. 90. The United 
Party would thus still have had a good majority in a House of 
153 members, of whom three are: natives’ representatives who 
usually vote with the United Party. Presumably the United 
Party now calculates that the anti-Nationalist majority will be 
still larger but that Labour will have a small quota without having 
to fight too hard. The Labour Party is to fight six seats in the 
Transvaal and two in Natal, under the agreement; and will get 
one Cape and one Transvaal Senator. 


The Dominion Party is an extreme royalist group which dis- 
approves of the Statute of Westminster. At the same time its 
native policy is indistinguishable from that of the Nationalists. 
Its influence is negligible. 

The country is experiencing a wave of prosperity from which 
the Government automatically benefits. South Africans like the 
idea of so much overseas capital flowing into their country and 
doubt if it would continue.to the same extent under a Nationalist 
Government, The Opposition played its “ black.peril” card too 
soon and familiarity has bred contempt. 

The United Party claims to stand for co-operation between 
the two white sections, retention of South Africa within the 
Commonwealth, and raising the status of the natives. The last 
is to be accomplished by gradually extending political rights to 
non-Europeans who “become capable of carrying out corre- 
sponding duties,’ but with, as a background, awareness that 
“democratic government is a ‘white man’s’ inyention” for 
which other races have to prove their fitness. The Nationalists’ 
apartheid policy is regarded by the United Party as both im- 
practicable and retrogressive. 

The Labour Party has no clear-cut policy: it wavers between 
maintenance of “ civilised standards” by retention of the rigid 
colour bar in industry, and vague uplift of the natives—this to be 
achieved, however, without any reduction of the gap between 
“skilled ” (i.e., white) and “unskilled ” (i.¢., black) wages, the 
proportion being about eight to one. 

The Budget has been postponed; so have many important 
measures, including a Bill for the official recognition of native 
trade unions under numerous safeguards. General Smuts has 
recently drawn gloomy attention to the international situation 
in a manner suggesting he may yet base the election on it. But 
internally, what the country most of all needs is a coherent native 
policy which will recognise that the 1936 legislation is now out 
of date. No party has yet produced such a policy, as strong sup- 
porters of the Smuts Government never tire of pointing out. 


Chaos in China 


[FROM A CORRESPONDENT] 


INFLATION, corruption, speculation, a sapping horde of middle- 
men—that is the economic picture of China as seen through 
the eyes of the United Kingdom Trade Mission. Headed by Sir 
Leslie Boyce, the mission covered some 8,000 miles of Chinese 
territory and interviewed well over a hundred Chinese officials 
and business men, including Chiang Kai-Shek and his cabinet 
S ainda -censiegs shai three months visit from October to 
December, 1946. Although one year bs ih dite, their report,* 
published recently, reveals a state of: which: still 
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persists and which makes nonsense of. any light-hearted hopes of 
a speedy recovery. 

The principal cause of the chaos is civil war.’ “China’s first 
economic need is peace,” say the. mission, and in each of. the 
detailed reports on trade, transport, shipping, agriculture, indus- 
trial development, mining, banking and communications, ‘their 
contefition is borne out again and again. The Nanking Govern- 
ment calculated that 80 per cent of their expenditure was directly 
connected with the war while the catastrophic fall in export pro- 
duction caused by the war has brought galloping inflation in-its 
train. The value of the Chinese dollar fell from CN$80 to £1 
during the war to CN$48,000 to £1 in February, 1947, and has 
now reached the astronomical level of CN$585,000 to £1... The 
desperate shortage of foreign exchange has speeded up’the decline 
in production, for, without foreign exchange, the Chinese cannot 
buy the machinery and ¢quipment necessary to increase their 
output. 

Inflation has also brought into being a vast crowd of speculators 
who, gambling on the rate at Which the Chinese dollar will fall, 
quote prices for goods based on the future value of money and 
hence themselves help to send prices higher. Goods change 
hands several times a day, wasting energy that might have been 
better employed in production. The profits made by speculation 
are so high and the risks of genuine trade so great that few are 
willing to undertake regular business with the interior.which is 
so badly needed. An instance quoted is of a motor car, sold 
originally at a fair profit for US$4,000, which was sold for the 
third time within a week of the original deal for US$16,000. 
Unrra, in an attempt to ensure that their supplies would escape 
the hands of speculators, issued special ration cards to those in 
real need. The cards were promptly sold to middlemen, 
and in a short time one individual obtained a thousand 
cards. He made a corner in the Unrra goods and shipped them 
back to Shanghai where he sold them for a handsome profit in 
the open market. Like all other prices, the cost of rice, the staple 
food of the Chinese, rose from CN$r10.5 per hectolitre in 1937 
to CN$24,000 in Chunking and CN$122,000 in Tsingtao by 
December, 1946. 


End of Cheap Labour 


The rise in real wages, brought about by terrorism and strikes, 
is the only improvement noted in Chinese standards, but this in 
itself has militated against China’s trade recovery. The cost of 
living was, in December, 1946, 6,470 times the 1936 level, but 
during the same period unskilled wages had multiplied by 14,270 
times. Real wages have thus been doubled, and in Shanghai, at 
least, the coolie is much better off. But the result has been to 
make normal industrial costs prohibitive. Coal, for example, 
is £65 per ton. Moreover, it seems unlikely that China will 
ever again be a country of very cheap labour. 

Of all the spheres of economic activity which the British Trade 
Mission investigated, transport had suffered most. The enormous 
distances between the interior and the coast make good and cheap 
transport a vital factor in China’s trade. There is a large net- 
work of rivers and canals which in prewar days made the move- 
ment of goods comparatively inexpensive. Now, partly because 
of the war and partly because of Chinese nationalism, which has 
prevented foreigners—chiefly the British—from operating, the 
inland shipping situation has become so bad that goods are 
more than doubled in cost because of the freight charges. It 
costs more, in fact, to move a car across the river at Shanghai 
than to ship that same car across the Pacific from America. The 
actual quantity of inland shipping fell from a prewar total of 
1,300,000 tons to 60,000 tons by the end of the war. By recover- 
ing shipping from the Japanese and by making additional pur- 
chases, the total had, by November, 1946, been made up to 
660,000 tons, but this is still quite inadequate for China’s needs. 
Railways and roads are also in a poor state, made worse by 
the roving bands of Communists which prevent repairs and 
interrupt traffic. 

Under such conditions it is not surprising to find that China 
had, in 1946, an import surplus of £118,400,000—the largest 
in its history: ~ Exports: amounted: to , £37,900,000 against 
£156,300,000 for imports. But in spite of the chaotic condition 
of Chinese trade, the British Mission were not wholly despondent. 
They were impressed by the indigenous wealth of China, by 
the industry of the people and by the extent and diversity of their 
agriculture. Although they conclude that existing. conditions are 
decidedly unfavourable for British trade, they point out that 
boundless opportunities would arise if the civil war could be 
brought to an ities so great that there would be 
no question of competition between Britain and the United 
States. 
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marches on! 


We've all a job to do, a part 
to play 
To turn our economic night 
to day. 
That's why I ask just now 

** Your patience please. 
My own part takes me 


mainly overseas.” 





SNS the radio officer! 


B.E.A. efficiency owes much to the experience he, and 
great flyers like him, gained on tougher missions. Sound 


flying skill and scientific directional equipment on B.E.A. 
routes get you from one part of Britain or Europe to 


another with timetable regularity and without fuss 


Summer Holiday Services to Channel Isles and Isle of Man—Book now 
; =“ WALKER 
BRITISH 


EUROPEAN 


AIRWAYS 
Ceservations :—Travel agents (no booking fee) and Airways Terminal S.W.1 Vic. 2323 © 


Born 1820 — still going strong 
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Five shillings for a box of ten blades 
GREATED FOR MEN OF JUDGEMENT AND GOOD TASTE 

How fortunate that you can bestow, at J 
such fow cost, a present of such high 


intrinsic and lasting maine Be a saves , _®® 
Clock. This happy fact is solving the  g : 
problem’ arate today. . Obtain- J ' rust-resistant by the Krauman 


able from your local Smiths Stockists. process. Each blade has to pass 
17 tigid inspections in the fac 


Personna is a precision blade— j; tory, and is specially wrapped _ 
a unique shaving instrument | to preserve its hollow ground, — 
designed especially for men who | leather-stropped edge in perfect 
can appreciate the best. It is a | condition. Personna precision . 


double-edged blade, made only | blades. are on sale at the best.. 
‘SECTRIC' AND HANDWOUND from high-grade stecl, rendered | barbers, chemists. and stores. 
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The: Budget Analysed 


IR STAFFORD CRIPPS’S first budget has set a new 
standard and a new pattern in the history of British budget- 
ing. In the past seven years each of his three predecessors had 
done something to expound the modern principle, never con- 
ceded by Chancellors before the war, that the budget, instead 
of being merely a means of enabling the Exchequer to finance 
its own outgoings, should be carefully tailored to fit the needs 
of the national economy as a whole. Mr Dalton paid lip service 
to this principle last year but flagrantly ignored it in. practice. 
Sir Stafford, by contrast, this week set forth the principle more 
clearly and forthrightly than ever before, and then shaped his 
budget accordingly. The manner in which he has done so, by 
fitting this budget into the wider structure of the rational 
economy, is described and discussed in other articles in this 
issue. This article is concerned rather with the structure of 
the budget itself. 

In the sphere of budget accounting, as in the wider sphere 
of policy, Sir Stafford has made an honest attempt to meet 
almost every one of the criticisms which the economists and 
financial experts have levelled against budget technique in the 
past. Mr Dalton twelve months ago, after virtuously declaiming 
that 1947-48 was “a good year for a good surplus” at once 
made a mockery of this sound principle by budgeting for a 
surplus which was spurious even by the conventions of Treasury 
accounting in the past. Sir Stafford scorns all such pretences. 
The new Financial Statement indeed takes the first step towards 
reform of the outmoded Exchequer Return. It shows that if 
the “line ” between revenue and capital items had been fairly 
drawn last year, the nominal budget surplus of £636 million 
would have been converted into a “ revenue” surplus of £338 
million, while capital items accounted below-the-line would have 
required a net expenditure of £352 million—a revised basis of 
accounting which reveals that, on the Exchequer transactions 
as a whole, there was last year a deficit of £14 million instead 
of the vast nominal surplus which has given Mr Dalton so 
much satisfaction: meer 

The new budget has been cast on the same realistic basis of 
accounting as this novel analysis implies. The Chancellor 
estimated that, if inflation was to be avoided, the accounts of 
the Central Government as a whole would need to show a true 
surplus of at least £300 million instead of the smail deficit 
which, on a true reckoning, they showed in 1947-48). That was 
in fact approximately the surplus which seemed in sight on 
the existing basis of taxation. After reducing the fixed debt 
charge from £525 million to £500 million, Sir Stafford was con- 
fronted by prospective ordinary expenditure totalling, on the 
conventional basis of accounting, a little under £3,000 million. 
His estimate of ordinary revenue, on the same basis, was £3,754 
million, promising an “ordinary” surplus of £778 million. 
This was a much larger sum than unofficial estimators had 
envisaged, for most of them had made insufficient allowance 
for the effects (which Mr Dalton always strenuously denied but 
Sir Stafford now frankly admits) of past inflation upon the 
levels of personal incomes. In consequence of this inflation of 
last year’s incomes, the yield of income-tax this year was put 
as much as £205 million higher than in 1947-48—despite the 
loss of tax through the operation, for the first full year, of the 


reliefs granted last April and of the increases in profits tax. 
The influence of inflation is, indeed, apparent right through 
the structure of revenue. ‘After allowing for the effect’ of tax 
changes made in earlier budgets, the Only items from which 
any significantly smaller yield had to be expected in 1948-49 
were those fed by abnormal ‘receipts’ arising from the war— 
Miscellaneous receipts (which will decline by £174} million), 
sales of Surplus War Stores (a decline of £95 million) and 
receipts from Trading Services (a decline of £44} million), 

More than half of the unexpectedly large “ ordinary ” sur- 
plus was, however, absorbed by expenditure which, on the 
customary accounting basis, is charged below-the-line. Such 
expenditure is this year expected to amount to £473 million, 
compared with {711 million gross or £692 million net in 
1947-48, as the following table shows: 


BeLtow-Line ExpENDITURE 


1947/48 1948/49 
(Actual net) (Estimated) 
£m £m 
War Damage Payments .................ce0ce0e 280 140 
Wostwiat (endian 68 i. 22WIROIA ed 56 20 
Te i i i 28 20 
Advances for New Capital Development... _103* 59 
Local Loess Pond 06/4600 Aeitiee ce 25 234 
692 473 


* Principally for coal, housing, cotton, and overseas development. 


Allowing for these outgoings, and after making certain other 
adjustments, the conventional surplus of £778 million above- 
the-line was reduced to £319 million for Exchequer receipts and 
payments as a whole. On the new alternative basis of classifica- 
tion set out in the Financial Statement, whereby capital items 
are more strictly segregated from revenue items, the prospec- 
tive “ revenue ” surplus would be £598 million, compared with 
£338 million in 1947-48. 

‘Despite the prospective buoyancy of the revenue, therefore, 
the surplus which confronted the Chancellor-was-only just 
sufficient to comply with his formula for non-inflationary 
finance. The scope for giving tax reliefs to reduce the dis- 
incentive effects of the current high level of taxation was there- 
fore strictly circumscribed, for the cost of any concessions in 
one direction had to be made good by additional imposts in 
another. But within the narrow limits which anti-inflationary 
budgeting dictated, the Chancellor has exploited the opportuni- 
ties to the full. 

His first concern has rightly been to ease the pressure of 
PAYE upon incentive and effort, and he has done so by the 
only practicable means—suggested, indeed, in these columns last 
week—of raising the income limit at which tax first becomes 
payable at the full standard rate.. The first £50 of income will 
still bear tax at the minimum rate of 3s. in the £ ; but the 6s. 
rate, which in. the past applied to only the next {75 of income 
will in future apply to the next £200—a change which, in con- 
junction with other concessions, will have the effect of putting 
most wage earners outside the range of the full standard: rate. 
This. concession, will. cost the Chancellor £44. million in the 
current year, and £50 million in a full year. It is coupled, at 
a cost of a further £40 million (£46 million in the full year), 
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by a raising of the earned income relief trom one-sixth to one- 
firth, thus restoring the prewar proportion. In giving this 
second “incentive” relief, the Chancellor has shown real 
statesmanship, for he franklyvadmitted’ the need)'to offer some’ 
stimuius to administrative, professional and scientific workers, 
and thus unexpectedly raised the maximum allowance of earned 
income relief from £250 to £400, or {100 above the prewar 
limit. Thirdly, as a more specitic inducement to married women 
to respond to the appeal to them to re-enter industry, the 
employed wife, as well as her husband, will in future receive 
the benefit of the reduced rates of taxation which operate for 
the first £250 of taxable income. 

These three important sources of relief will cost a little under 
£86 million this year, or £103} million in a full year. To 
finance them, the Chancellor looked first to those sturdy pillars 
of postwar budgeting, beer and tobacco, The beer duty is 
raised by 84d. per barrel for each degree of strength, equivalent 
to an increase of 1d. per pint on beer of average strength. This 
is estimated to produce £303 million this year. In view of 
the swinging increase in the tobacco duty twelve months ago, 
the additional demands upon the smoker are designed, as the 
Chancellor said, merely to bring home to him again the need 
to reduce his consumption. The increase in the duty on leaf 
tobacco is therefore the relatively modest one of 3s. 4d. a 
pound, equivalent to 2d. on the price of a packet of 20 cigar- 
ettes of standard size ; but it should produce the not inconsider- 
abie sum of £19} million this year. Of this additional revenue, 
£2 million will accrue from a special excise duty levied on 
stocks held by manufacturers on Budget day. The principle of 
this charge is undoubtedly sound, for it is not right that manu- 
facturers should make an adventitious profit out of the needs 
of the Exchequer and the misfortunes of the smoker. It ought 
to be emphasised, however, that if manufacturers are to be 
denied a profit when the duty is increased, they should equally 
be protected against loss when, eventually, the duties are 
reduced—after allowing for their existing cushion of past profit. 

Increases in the duties on potable spirits and wines follow 
naturally from the additional burden upon the beer drinker. 
The duty on spirits is raised by £1 per proof gallon (equiva- 
lent to an additional 2s. 4d. om a standard bottle of whisky) 
while the duty on heavy wines is raised by the equivalent 
of rs. per bottle and that on light wines by 6d. The increase 
on heavy wines, however, applies only to those of foreign origin, 
since it was agreed at Geneva recently that heavy wines of 
Empire origin were entitled to a wider margin of preference ; 
after allowing for this concession, they will bear the same duty 
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as before. This is no doubt a reasonable and necessary con: 
cession, but it may have the odd effect of increasing British : 


expenditure in the now extremely “hard” South African 
currency, The increased duties on spirits’ and wines will pro- 
duce {£104 million this year and a little more than that in a 
full year. 

Mr Dalton’s experiment in taxation of football and similar 
pools having proved even more productive than was envisaged 
twelve months ago, Sir Stafford found here an “ easy and profit- 
able’ source of additional revenue. The duty is accordingly 
doubled, at 20 per cent, to yield £54 million this year. In 
addition, an entirely new duty is to be imposed, indirectly, on 


cash betting on dog racing courses—betting which has, of course, 
escaped the taxation imposed on tote betting. This is to be’ 


achieved by a new and graduated licence duty imposed upon 
bookmakers operating ring betting, the duty to be collected by 
the occupier of the racecourse at each meeting. This new tax is 
expected to produce £3,000,000 this year and {5,000,000 next. 


ese four measures of additional taxation—on beer, spirits 
and wines, tobacco and betting—which spread the burden where 
it can be borne with minimum hardship and without undesir- 
able repercussions, together provide all but £17 million of the 
sum needed this year to finance the reliefs in income tax. The 
difference could readily have been provided by the icreases 
which have been effected in purchase tax, for these should 
yield £26 million in a full year or, say, £21-22 million this 
year, thus leaving a margin of about £4 million which would 
have neatly financed the aesthetically desirable, but scarcely 
necessary, relief given to “live” entertainment (at a cost of 
£3,750,000 this year). 

But the increases in purchase tax were not designed for this 
objective. They are part of the promised comprehensive plan 
for rationalisation of the purchase tax, which had been made 
even more chaotic by the measures that Mr Dalton had to 
devise so hastily last autumn. The 125 per cent category has 
been withdrawn (on the ground that so high a rate was simply 
provoking evasion) and so have the 50 and 75 per cent cate- 
gories, leaving only four categories—exempt, 33} per cent, 
66} per cent and 100 per cent. As part of this plan, certain 
items are shifted from the 50 per cent to the 66% per cent 
category—notably non-utility cloth and non-utility furniture ; 
clocks, watches and radio sets; photographic gear ; smokers’ 
requisites, and musical instruments (except church organs). 
But these increases serve another purpose besides simplification. 
They tend to mask the effects of the concessions which Sir 
Stafford has felt obliged to make—giving thereby just one sign 
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Budget Actual ‘“ 
Estimatet Receipts not of After 
1947-48 1947-48 Existing | Feagert 
Taxation Change: 
Income Tak ...,..cse-seseenees | 2,086,000 | 1, 18. 728 | 1,395,000 | 1,309,150" 
SGureete GAs PR RAS } 80,000 91,220 90,000 | 90,000 
Beat Quiles «6s. ssa0sssedcate | 155,000 172,029 160,000 | 160,000 
Gtapuhe.s Wis. bs asconededobetn e | 57,000 56,280 | §5,000 | 55,000 
PreGts..LaGivasurs «.<2Sid i tetioees 120 | } 
Excess “Profits Tax... ......5..: i 206,000 252,568 } 58,000 j 250,000 
Other Inland Revenue........ 6s i 1,000 m5 | 1,000 | 1,000 
Special Contribution. ..........+ | | i | RK j 50,000 
1,585,000 | 1,798,660 | 1,951,000 1,915,150 
th rei) Satins 
Cena a aa Ee | 342,460 | 791,201 796,000 | 820,600 
Bedee 20032205; St US 668,540 | 623,700 | 904,000 550 
| 1,411,000 | 1,420,801 | 1,500,000 | 1,547,150 
a 
motor Dette 22.550... 75,4 1 Fa,000 "anos 1 Bo.000 | 50,000 
ot ot 
Total Tax Revenue ........ 3,086,000 | 3,268,569 | 3,501,000 3,512,300 
Sates: of War Stores , 95,000 197,231 202,000 | ‘102,000 
bo for Trading Services . 55,000 101,261 57,000 
Wiseless Licenees. i. 6. 2.2... 002 11,900 11,200 11,000 
Crown Lage; . teen... ssc4 rp eess 1,000 950 ~ 1,000 
Reteipts from Sundry Loans. ... “AR 23,044 14,000 
Miscellameous «5... 5c. ast +s e0ne |. (242,604 68,000 
__ Total Ordinary -Reyenue...:; },. 3,499,000} 3,844,859, | 3,165,300 
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Final Exchequer Budget 
Estimate* | Issues Estimate 
1947-48. | _-:11947-48_ |. 1948-49 
pee ae os 

Interest and Management of National Debt.. 525,000 502,626 500,000 
Payments to N. Ireland Exchequer ........,. 25,000 24,314 26,000 
Other Consolidated Fund Services............ | 8,000 | 7,291 8,000 
556,000 | 554,251 | 534,000 

Supply Services :— | 
ee ate... o."\ s cnebumens diokat ston > ob 921,655 853,850 692,652 
Civit Votes (excluding M. of S., Defence) . 1,935,091 1,769,060 1,708,613 
Revenue Dept. and P.O. (Kevenue 31,252 29,963 40,434 
MME SUED Seon accédeatpescsasonpees a 2,887,978 2,652,873 2,441,679 
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of a weakening in the sound austeri of his policy—to i 
pleadings for tax abatement which he himself had — 
launching the drive for voluntary restraints against inflation. 
He declared himself to be “ most anxious to make some contri- 
bution to a lowering of prices * bh; reducing purchase tax on 
the goods which most concern the “ hard-pressed housewife,” 
and therefore moved a miscellaneous range of articles from the 
50 to the 334 per cent category. The reductions include gloves 
and haberdashery, carpets, washing and sewing-machines, 
cutlery, stationery, tooth brushes and paste, razors and blades, 
lighting fittings, and most domestic hardware and kitchenware. 
The list of concessions presents some odd anomalies and 
certainly does not suggest any coherent underlying principle ; 
but it will cost £50 million in a full year and, according to 
Sir Stafford, may involve roughly a 10 per cent price reduction 
in the £500 million worth of goods over which it is spread. 


These paradoxical concessions, which will increase public 
spending power and can hardly be regarded as necessary for the 
purpose of buttressing the drive for voluntary deflation (which 
is in any case of much lower priority than the need for direct 
action against inflation), perhaps help to explain the one remain- 
ing main feature of this complex Budget—the special levy on 
investment income where it exceeds £250 in 1947-48 of a total 
income of at least £2,000. The levy is 2s. on the first slice 
of investment income (£250 to £500); 4s. on the next slice 
(£500 to £1,000) ; 6s. on £1,000 to £2,000 ; 8s. on £2,000 to 
£5,000 ; and 10s. over £5,000. The unpleasant implications 
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of this measure are discussed in.a separate Note, on. 

This article is concerned only mi A mage me 
Without this source of additional revenue, the Chancellor, after 
making the purchase tax. concessions, would have found his 
Prospective surplus whittled down by nearly £39 million, to 
well under the minimum. objective of £300 million. But the 
levy is expected to provide a total of £105 million eventually, 
and {£50 million this year, . On balance, therefore, the tax 
changes actually raise the original surplus from £778 million 
to £789 million on the conventional reckoning, or from £319 
million to £330 millionon a true reckoning, including all 
Governmental outlays, thereby achieving Sir. Stafford’s anti- 
inflationary target. Here, then, is an apparent financial justifica- 
tion for seeking additional revenue in a direction which other- 
wise seems to serve only a narrow political end, But it is not a 
real justification, for the £40 million or so of purchase tax 
concessions to be financed this year will clearly generate addi- 
tional inflationary pressure, while the £50 million which comes 
from the special levy. will impose no equivalent counter- 
inflationary pressure, for these funds will be produced mainly 
or wholly by drafts upon the inadequate stream of private 
savings. It is a pity that so courageous and realistic a budget 
should be marred by this unworthy reversion to the very tech- 
niques of spurious accounting which Sir Stafford himself has 
so successfully unmasked. But perhaps even the most eloquent 
and objective Chancellor must make some gesture to those of his 
colleagues who are less objective. 


The National Income 


HE annual White Paper on the National Income*, with its 
profusion of statistics and estimates of what the nation 
earns and how it spends, is never easy statistical going. If the 
figures were mere figures, there would be every excuse for the 
informed layman to leave this document to the specialists. But 
the White Paper is nowadays far more than a mere record of 
facts and guesses. Complex it most certainly is—in some 
respects unnecessarily so—but simple it can never be. Its com- 
plexities arise mainly because the White Paper also presents 
a relatively new technique of economic thinking. And its 
importance, even for the layman, arises because that technique 
is rapidly becoming the determining factor in the terms of refer- 
ence of the Government’s broader economic policy—on capital 
programmes, import cuts, and this week, at the very pinnacle 
of policy, in the Budget itself. 

No one can assess the full significance—and the full merit— 
of Sir Stafford Cripps’s first Budget without at least some 
general idea of the main categories of the structure of the 
National Income in the back of his mind. It is essential, there- 
fore, that a wider public should, in the course of time, be able 
to understand the broad drift of the White Paper, despite its 
technical complexities.. The main purpose of this article is to 
expound what is in the document, and its secondary purpose, 
left to the end, to comment on some of its technical difficulties 
and weaknesses. 

The first table in the White Paper, reproduced in the next 
column, is fundamental. Its concepts are relatively simple. It 
shows the money value of what the community produced (Gross 
National Product), what it earned after providing for the main- 
tenance of its capital assets (National Income) and the total 
resources which it could use at home—that is, its output plus 
the proceeds of borrowing from abroad or selling assets to 
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* National Income and Expenditure of the United Kingdom, 1947. 
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foreigners. The other side of the account shows the use to which 
these resurces were put—the shares which the three claimants, 
personal consumption, Government spending, and capital invest- 
ment, respectively absorbed. 


Gross NATIONAL PropucT AND BoRROWING FROM ABROAD 
(£ Mn.) 





| 
1938] 146 | 1947 | | 1958 | 106| 1947 


la ce pe 








National income of the National cost of : 
United Kingdom.... | 4,707} 8,100} 8,770 

Provision for deprecia- 
tion and maintenance 





Personal consumption | 3,713) 5,573; 6,161 
450; 725, 776 
767| 2,411} 2,115 





Gross national product. 5,157; 8,825; 9,545 
Borrowing from abroad i Gross capital forma- 





and sale of assets to | tion at home...... 747 1,221) 1,944 
+s 70} 380} 675 
Total resources available | | * Total resources: used at 
qfor use at home... [5,237 9,205] 10,220] home... 220.21 5,227} 9,205] 10,220 


Last year, total resources available for use at home increased by 
over £1,000 million to £10,220 million, an apparent increase 
of 11 per cent. But over 6} per cent of these resources were 
provided, not from output at home, but from borrowing abroad 
to the extent of £675 million. The money value of national 
output increased by a little over 8 per cent to £9,545 million, 
but this does not imply a corresponding increase in the volume 
of real output. The White Paper does not attempt to estimate 
how far national ouput increased last year in teal terms, but it 
does disclose that the average cost of that part of national output 
which entered into personal consumption—which is by far the 
largest of the three shares—rose, last year by 7 per cent, and 
the average prices of the physical output used for capital invest- 
ment may have increased still more steeply. It would be sur- 
prising if the real national output last year, as distinct from 
its money value, increased by more than one per cent, though 
that indeed represents a considerable improvement on what 
seemed possible twelve months ago. . 
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In 1938, personal income absorbed 72-per cent of national 
output, Government spending 15 per cent and capital investment 
14 per cent ; there was thus overspending to the extent of one 
per cent, which was miade up by a draft on overseas assets. Last 
year, personal consumption absorbed 65 per ceng of total out- 
put (against 63 per cent in 1946), Government spending 22 per 
cent (against 27 per cent), and total capital investment 20 per 
cent (against 14 per cent). Very roughly, this is the kind of 
distribution which had been suggested in the Economic Survey 
for 1947, and it had to be supplemented to the extent of 7 
per cent by overseas borrowing. That is the extent to which 
Britain exceeded its income last year. It is the simple demon- 
stration of what happens when too much is attempted too 
quickly—and when overseas countries are prepared to come to 
the rescue. It also exposes what must happen if Britain cannot 
obtain assistance on the same scale this year—the prospect with 
Marshall Aid. The three claimants cannot be satisfied, this 
year, by the same shares that they received last year. If the 
volume of capital investment is to be maintained, personal and 
Government consumption must fall. But if nothing is done to 
reduce the money demand of the public and the Government 
for real resources, their prices will rise, and the volume of 
investment work carried out must therefore be reduced. Those 
are the simple logistics of inflation. That they should have 
conditioned the shape of the Chancellor’s Budget so directly is 
a great step forward in the campaign against its evils. 

If the first table is fundamental, there are others which are 
scarcely less interesting. Much has been made in recent months 
of the respective shares of the various factors of production in 
the national income. The figures are given below, before and 
after direct taxation: — 


ToTaL PRIVATE INCOME BEFORE “AND Arter TAX 
(£ Mn.) 


| 2958 1944 1945 1946 1947 
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Income from work and A Beek erty — 














Wages .. 2... ee veeevesecees | LjT3S 152/840} 2780/1 3,095 ; 3,530 
ROUMNG B. . 55 5d dekbownds Stebel / 1,180 |. 1,465 1550 | 1,630 1,720 
Pay and allowances of the Armed Forces | 7) «1,175 1,221 | 512 335 
PUOURG: 5... Ho 5.08 seven « Unb bawuneubing j 380 385 34 | 398 j 400 
Progts and amt nterest® icathacenche ninth | 1,570 2,787 2,851 | 2,942 5,242 
i Yee ete rennet Deedee 
Total private income; .......s0..+2cc0c08 4,873 | 8,652 8,776 8,577 §,227 
Social security benefits, &e.. 2.2.0.6 5.0465 i 270 44, 490 | 878 634 
A hncihdscsnsingl ii inal enctaeia lente dinenl oinmunteston i 
Total private income before tax.......... | 5,193 | °8,996 | 9,266 9, 455 ; 9,911 
ens 20h BS sin bicharadinai }* 531 \—2,175 fre t9 4,739 | — 1,725 
Private income after tax ......5...0000. | 4,612 , 6, 821 | 7,447 7, po j & 538 
less Undistributed profits. ........06004 — 170 pe 210 '— 230 i- 200 |— 3 














Personal disposable income .............. 4,442 I 6,611 & 6,917 | 7,456 | 7,866 











° "Toc ding farmers’ goats, éiteliead earnings end nation aa’ debt interest. 


This table shows the effect of the redistribution of private 
incomes since before the war.: Wages, which absorbed 36 per 
cent of gross civilian income in 1938, absorbed 40 per cent 
iast year ; after meeting income tax, their proportion increased 
from 39 per cent to 44 per cent of net civilian income. But 
on the same construction, salary incomes fell proportionately 
from 24 per cent to 20 per cent, and the omnium gatherum 
item “Profits, interest, rent, farmers’ profits, professional earn- 
ings and national debt interest” from.37 per cent to 36 per.cent 
after tax. It is regrettable that the White Paper still makes no 
distinction between interest, profit and professional incomes ; in 
the popular view, the. 36 per cent consists of “ profits” and 
nothing else. . Why is the Board of Inland Revenue still unable, 
or unwilling, to. provide adequate details? The composition 
of the national wage bill is known with considerable accuracy— 
indeed, it is one ofthe. most important items of raw material in 
the entire computation of the national income. It is possible 


to say that total wages rose. by. 14 per. cent last year, of which 


nearly half was, ARCS 1h SERRE SHRED But it is 
quite impossible £0 say,. with any precision, what happened to 
rentier and entrepreneurial incomes. ; 
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income shown'in Table 11 was spent; See 
Sguies are given below:— Mt 2g ates 


PERSONAL EXPENDITURE AND SAVING © 











Personal expenditure at market value 
BRESORIG GRONIE onine 2 ond co-cebwere -ar3 o° 


Personal disposable jncome J. 6.5... <> «+ 








Personal ceethdinene at market prices jumped by £682 million 
though incomes rose by only £410 million ; personal ‘saving 
fell by £272 million to £445 million, which represented 5-7 per 
cent of total income. after direct taxation. Personal savings have 
in fact shown.a rapid tendency to return towards the. prewar 
proportion—a. point which has. great significance for capil 
investment. The public spent almost exactly 10 per cent more 
on consumption than in 1947, but that is a figure which has no 
significance uatil it is adjusted for changes in prices. . The 
following table.shows the total.of personal expenditure at current 
market prices in cach year, then revalued at 1938. prices, and 
the index number of prices of the goods and services which have 
been bought: — 


EXPENDITU RE ON ‘Consu ‘MPTION 


——__— — aetetenmee eet eneeetnennatin nemesis, 
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|} 1938 1944 | 1945 | 1946 | 1947 
' ; 
ee Sila ecns jcee 
| émn. fmn. | {mn. | fmn. | {mn 
Personal expenditure on consumers’ goods | } 
af market priggs .., 0. 5. +s. Gs + <p. sess | 4,288 5,544 5,996 | 6,739 , 1,421 
Persona! @xpenéliture on ©egsimers’ goods 
OE 1OSO prides. os... . . beh Sede Annes | 4,288 3,706 3,921 4,292 | 4,424 
% % % % 
Index of expenditure ......ccccecicncsoes 100 130 1#) 15? | 173 
Index of * consumption” ..cccecces ck seed 100 86} 91k | lo 5. 4a 
| 17-4 168 
, 


For want ofa better shorthand term, the index for consumers’ 
expenditure revalued at 1938 prices has been labelled an index 
of “consumption.” But it is necessary to be very careful in 
using this index for comparative purposes. It might be intet- 
preted as showing that real personal consumption is now 3 per 
cent higher than in 1938. Even if that were so, it would still 
be necessary to allow for the increase of about 4 per cent m 
the population since 1938. Nor does it allow for changes in 
the composition of personal “ consumption "—the reductions 
in quality which are impossible to measure, and the limited 
selection of foods and other goods and services which is now 
available. It makes no allowance for the fact that some people, 
because they cannot buy steaks now buy imported fruit, or 
smoke more because they eat fewer sweets. The standard of 
living of vast numbers of the population has undeniably 
improved, compared with 1938, but to infer from this index 
that the standard of living of the country as a whole is now 
higher than it was in 1938 assumes that consumers are to~day 
equally satisfied by the collection of goods and services which 
is allotted to them under rationing or is made’ available by 
controlled production as they were by the collection which they 
bought of their own choice in 1938. ‘That is manifestly not so. 

Indeed, the figures must be regarded as a measure of the 
attempt by consumers to substitute less’ desirable satisfactions 
for those which are now denied them. This point is illustrated 
in the next table, which shows the movement of actual expendi- 
ture on different classes of consumers ‘goods and services, 
between 1946 and 1947 and the samé’ expenditures recalculated 


at 1938 Prices—a much moré accurate comparison, incidentally, 


since the character of the ‘items entering itito personal consump- 
tion is unlikely anchane shomen any, andical shone, dnpae 2h 
two years: — 
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TODaceo ..- ne nernns temmrmeesedsee en 
Rent, rates and water charges... 7.2... 
Poel and tight. 2 ie Fiscal A as 
Durable household goods ...... o.+. «sles 
Other household goods)... eee 
Clothing... scce eens acetal yee 0k 
Books, newspapers and magazines ..., 
Private MOtOriMG 2... cca ecees 


Entertaimments, . 0.5 ys ck ec ie scene 
QUE SET VICES. 2 ee cidi ocdebowy enc cee 
Other goods. 55:. «Gb i6 Gee sie 


otal personal expenditure... .2...... 157 173 98 102 


There may be ground for doubt whether food consumption 
increased by 2 per cent compared with 1938, but it is much 


more plausible to suppose that it did increase by over 6 per 


cent last year. The table. shows the pressure of purchasing 
power seeking an escape into every channel that presents itself. 
It is no accident that those goods and services which have 
increased less in price compared with 1938. (disregarding 
changes in quality) have enjoyed the greatest patronage from 
consumers. The price of coal has increased by 66 per cent 
and its consumption has been reduced by 30 per cent largely 
as the result of rationing. But electricity has fallen 13 per cent 
and its consumption has increased by 132 per cent. The same 
interplay of price.and.demand is shown by books and publica- 
tions, and travel. This table, indeed, provides much evidence 
to support the assertion that inflationary demand has diverted 
resources of raw materials and manpower from uses where 
they were urgently needed into many less essential ends of 
personal consumption. ; 

There are many other descriptive features of the national 
economy which could be brought out from the White Paper. 
But space must be left to turn to a few of its more technical 
aspects. This year there are omissions which, it will be hoped, 
may be made good later—continuous series of figures since 
1938, and the enterprising statement, given in Appendix V 
of last year’s White Paper, on the social accounts of the United 
Kingdom. Again, some explanation might then be given of 
several disconcerting changes in the figures of earlier years 
which appear in the latest issue, particularly as they affect capital 
investment. There is room, too, for greater standardisation 
of the concepts employed in the White Paper. When it talks 
of gross capital formation at home, it should mean the same 
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since the national income technique runs through other dis! 
cussions of Government economic policy (such, for example, 
as the White Paper on capital cuts, and the Economic Survey 
for 1948) the public: has a:right to expect a common «method? 
of treatment in all the. documents... This point applies. par- 
ticularly to the equation of capital investment and savings. 
It should be possible to carry forward the discussion in the’ 
Economic Survey on this crucial determinant éf inflation with the’ 
aid of the latest figures in the White Paper, But unfortunately. 
the treatment is in several respects quite different—and for ne 
obvious reason. Again, while the national income estimates 
in the Economic Survey were necessarily tentative—for it 
appeared several weeks ago—it is disconcerting to find so great 
a.margin of difference between the figures then published for 
depreciation allowances, private ‘savings and undistributed 
profits (to cite three examples only) that somé doubt is’ inevit- 
ably thrown on the margin of érror which may be inherent in 
the projected capital account for 1948. 

A full discussion of this question must be postponed. But 
it is so important that it deserves serious emphasis now. If 
the national income technique is ‘to be successfully used as 
a guide to inflationary (or deflationary) potentialities in. the 
economic system, a radical improvement will have to be made 
in the estimates about savings and the cost of investment. 
The White Paper frankly admits that these are undoubtedly 
the most vulnerable estimates in the whole paper. Indeed, 
that must be so because they are derived from. differences. in 
much larger figures of personal and Government expenditure 
compared with the national income. One of the results of 
this process is to add a sum of {100 million to home invest- 
ment which more properly belongs to overseas investment 
(and would thercfore increase last year’s investment in the 
sterling area, already put at the high figure of £181 million 
in the White Paper on the Balance of Payments, to no less than 
£281 million). 

But although this is extremely hazardous statistical territory, 
an attempt must sooner or later be made to survey it, if the 
framework of information about capital investment is to be 
made sufficiently strong to bear the superstructure of financial 
policy which is now—quite rightly—built upon it. This is in 
no sense a criticism of the labours which have gone into recent 
economic documents issued by the Government, though at 
some points these appear to have lacked the fullest support and 
information which might have been expected from certain 
public departments, But if planning is to have any meaning, 
it must repose upon far more reliable information about capital. 
investment than is now the case. 


Business. Notes 


Budget Reactions 


The City’s reaction to the Budget was a compound of respect 
for its firm handling of the problem of inflation, and of sharp 
criticism of the “ Special Contribution.” Some days before the 
Budget speech, fears had gradually subsided about a stiff increase 
in profits tax or statutory limitation of dividends, and the con- 
firmation of these hopes was marked by some relieved buying 
of ordinary shares—with particular emphasis on the higher-yield 
groups—rather than, by any-ourburst of excitement. ~ Tebacco 
shares inevitably reacted to the increase in duty, but not very 
much, and brewery shares seemed wholly unaffected by the extra 
1d. on the .pint—a plausible calculation, since direct tax reliefs 
will enable many consumers to pay the new duties without any 
noticeable tightening of belts. The outlook for ordinary shares 
cannot have been changed so radically by the Budget, however, as 
some commentators appear to assume. Economic and industrial 


problems have not lifted. Dividend limitation is an accomplished 


fact ver a large range of industry,'and whotan say when it will 
end? Yet fie Seape in average yields between gilt-edged and 


ordinary shares is little more than one per cent on the blue chips 
and 14 per centon a mixed industrial portfolio, The only remain- 
ing scope for equity investment, while these circumstances last, is 
to find ordinary shares with a greater tham average yield whose 
dividends are not yulnerable—an arduous and not very rewarding 
task, 


But if equities showed-a measure of relief over. the Budget, 
gilt-edged were distinctly depressed. The market argued that the 
levy would fall on capital<in the case of large incomes and that 
the necessary salés of securities*would comprise more gilt-edged 
than equities. The argument has some force, but it could éasily 
be exaggerated. The revenue from the levy during this financial 
year is no greater than £50 million, and. the total yield £105 | 
million. Some large investors may see some advantage in settling 
the greater part of their liability before next January (at a dis-— 
count of 2 per cent net per annum). But even if the whole con-— 
tribution were provided out of capital (which will not be the case) 
and that only gilt-edged stocks were affected (equally not the case) 
it is difficult, on the basis of a “once for all” contribution, to 
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‘imagine any consequences for the gilt-edged market as disturbing 
as the market appeared to fear on Wednesday. 
* * * 


Complexities of the Special Contribution 


Whether the assumption that the levy will be “ once for all” 
in fact as distinct from intention is obviously a matter which is 
now closely exercising investors. It is safe to say that no feature 
of Finance Bills in recent years will be more closely studied than 
the detailed proposals for the Special Contribution. The con- 
tribution, in the Chancellor’s words, “is considered to be a 
charge on capital,” and he recognised that in marty cases—in the 
upper income brackets, inevitably—there can be no other way 
of paying it. 

But great complexities are likely. to arise, not least in the case 
of trusts. Provision is to be made enabling the contribution to 
be paid out of the capital of the trust. What happens if the 
beneficiary derives his income from a trust set up abroad, and 
has no other means of payment in this country ? What happens 
where there are several beneficiaries from the same trust fund, 
some of which are liable, and others not liable ? Will payment 
be allowed from trust capital only as a matter of last resort, failing 
payment from income or other assets ? Will payment from the 
capital funds of a trust on behalf of one beneficiary be recovered 
later from his share of income, or will there be so much less for 
the remainderman ? 

What is the position of the directors of private companies who 
happen to have taken their income, not in the form of fees or 
partners’ salaries, which would escape, but in dividends, which 
attract the contribution ?. Corporate members of the Stock 
Exchange will obviously be affected by the answer to this question. 
Does a mere difference in technical and legal arrangements 
governing the distribution of what is identically earned income, 
irrespective of its outward form, mean that the levy is payable in 
the one case and not in the other ? Is any provision to be made 
for abnormal dividend distributions which happened to fall in 
1947-48 ? There must have been some private companies which 
last year made such distributions, representing arrears of divi- 
dend or the clearing up of wartime accounts, but whose issued 
capital is quite small. Unless something is done to mitigate the 
incidence of the contribution for them, the familiar complaint that 
income is being dressed up as capital will be voiced, not by the 
tax authorities, but by the taxpayer. These questions—to which 
at present no answers can be given—show that apart from the 
demerits of the contribution, its assessment (superficially an easy 
matter from the surtax returns) will in fact be complex and 
arbitrary. . 

. * 


Life Insurance Relief 


It is a little difficult to measure the effect of the proposed 
changes in the form of relief on life insurance premiums which 
are to be introduced as from next year. Hitherto, relief has been 
given on premiums (subject to certain limitations) at the rate of 
3s. 6d. in the £. But on smaller mcomes charged to tax under 
PAYE this has meant that relief for insurance premiums (hitherto 
treated as a deduction from tax payable) could not be coded and 
had to form part of a separate assessment. Sir Stafford Cripps 
emphasised that separate assessment of incomes charged under 
PAYE is to be discontinued ; hence it is necessary to bring life 
insurance premiums within the coding system. 
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ws ao from 1949-50, relief will be ‘altered to an allow. 
tax 


ance (that is, at the effective rate borne by the taxpayer) 
on the full premiums up to £1o, on the sum of {£10 where the 
premiums exceed £10 but are not above £25, and on two-fifths 
of the premiums if they exceed £25. This change will mean that 
the taxpayer whose premiums exceed £25 a year will obtain relief 
at slightly more than the current rate of 3s. 6d. (provided that 
he is now paying at the standard rate) while taxpayers within 
the 3s. or 6s. reduced rate areas will obtain smaller relief.» The 
cost of the change is put at £5,250,000. It would appear, there- 
fore, that the Exchequer is expecting that a fairly large number 
of taxpayers within the 6s. or the full rate areas ate likely to 
benefit from full relief on premiums up to £10. 


* * * 
“ Wagon Stock ”’ 


On Thursday last week, coincidentally with the issue of 
Electricity Stock, the Treasury also announced the terms of an 
issue of Transport Stock as compensation to former owners of 
railway wagons. These are identical with Electricity Stock—the 
“wagon stock” carries 3 per cent, is redeemable finally in 1973 
and optionally from 1968, and the value imputed to it by the 
Treasury was par. That, of course, is not how investors have 
valued it or Electricity Stock. Opening dealings on Friday last 
week showed that the forecast made in these columns a week 
ago at:the moment of going to press that the new stock might 
open at 1} discount was slightly optimistic, for in a fairly big 
turnover, the price at the start of dealings was no better than 
1} discount. Later in the day, however, there was a useful rally— 
for although dealings were numerous, the volume of selling was 
not excessive—and the stock closed at 1} discount. 

“Wagon Stock” is identical with Electricity Stock in every 
respect save one—its size. Some £350 million of Electricity 
Stock has been issued—enough to provide a reasonably free 
market. But only £45 million of the new Transport Stock is to 
be issued. Consequently, “wagon stock” will provide an even 
more restricted market than Redemption 3’s, of which £65 million 
is issued. This difference in marketability has been reflected in a 
margin between the two stocks of about 4. Both stocks proved 
distinctly vulnerable to the reaction in gilt-edged which took 
place on Wednesday this week ; their falls of 7% were matched 
only by a similar fall in Transport Stock, 

The issue of “wagon stock” reflects a speedy settlement of 
3,550 claims in respect of over 370,000 privately-owned wagons, 
The Act fixed the compensation by reference to age—ihe final 
payments, if not handsome, were at least less tightfisted than those 
originally intended. Of the total compensation, £30 million is 
being paid to private owners, and £134 million is to be issued 
to the National Coal Board. Presumably the Board, which will 
have to raise considerable capital itself in due course, is. unlikely 
to hold “ wagon stock” as an investment—a point which empha- 
sises the likelihood of a continued discount in the stock compared 
with Electricity Stock, at least until it is entirely in permanent 
investment hands. 

* * * 


The Musgrave Mill Experiment 


The Cotton Board’s report on the experiment carried out at 
a Bolton spinning mill* could hardly have been better timed. 


*Report on Labour Redeployment in the Musgrave Mill Cafdroom, 
Bolton. . Labour Department of the Cotton Board. Is. 6d. 
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_ Naturally the Board is careful to point out that the report “should - 


not be regarded as presenting more than the results of a particular 
trial.” But it succeeds in making clear that many other spinning 
mills need to attempt a reorganisation of the same kind. ‘The 
Musgrave mill before treatment was not a backward mill ; short 
surveys of productivity made by the Shirley Institute at a number 
of similar mills before the experiment showed it to be, even then, 
one of the best of its class. Yet the changes made, without any 
major measure of re-equipment, must be startling to that large 
section of the trade which has not recently concerned itself with 
radical improvements in productivity. “After redeployment the 
productivity is higher than that encountered in any other of these 
mills, and reaches levels normally attained only with shortened 
processing. In most mills of this class, therefore, redeployment 
should give even better results than at Musgrave.” 

In this experiment the Cotton Board selected the ground and 
negotiated the consent of the management (a branch of Fine 
Spinners and Doublers, Limited) and workers concerned. The 
Shirley Institute surveyed the cardroom before and after treatment 
to assess the effects on labour utilisation and wages. Production 
Engineering, Limited (a firm of industrial consultants) carried 
out the treatment, Negotiations started early in 1946; the con- 
sultants, having made their studies at the mill, presented a scheme 
which was accepted by the management, the workers and the trade 
union in November, 1946; application of the new arrangements 
began in January, 1947, and was. substantially completed by the 
end of July. In the following October the Shirley Institute made 
its second survey, and found that the results of the redeployment 
came close to the forecasts which the consultants had made before 
the trial began. 

The number of operatives (excluding stripper-grinders and the 
Jap carrier, who were not redeployed) was reduced from 39 to 
31 (a reduction of 21 per cent). At the same time the cardroom 
output per hour was increased by 15 per cent. The report ex- 
presses these changes in terms of reduced OHP (operative hours 
required for each 100 Ib. of production) in the following table, 
which shows the reduction achieved for each main process in the 
cardroom : 

O.H.P. (OpERATIVE Hours PER 100 LB.) 


0.H.P, Reduction as 
| Percentage | percentage 











Process ! reduction in | of original 
Before After | O,H.P. by total 
Re- Re- | process cardroom 
deployment | deployment j OHLP. * 

CMD ors wos EELS cote ce weve 1-35 
Sliver and ribbon lap machines... 1-H 
RAMADETS. po canecnssnkaeen bape 1-68 
Draw Prarie 6005 9. fsb GA oe 1-22 
SUDAEE .» dq nancds connie cmos bee 1:03 
Intermediates... coc cce ce ces ees 1-06 
Jack Frames si tessiss casei. 05 2-80 





Tere i deesatccpasceers 


| 
— 
| 2 
a" 
| * 


This means an increased production per man-hour of 39 per 
cent. It does not, however, mean an equivalent reduction in costs. 
As part of the experiment new basic rates of pay with supple- 
mental piece rates were substituted for the old time-rates, The 
operatives concerned obtained (in addition to a reduction of their 
working week from 48 to 45 hours) an average increase of 30 
cent in weekly earnings, The management gained a total reduction 
of ro per cent in labour costs at the processes covered by the trial ; 
the following table shows, in pence per Ib. of yarn, how the re- 
duction was spread over the various processes: 


Lapour Costs IN PENCE PER LB. — 
(Based on a 45-Hour week for each period) 






Before After 
Occupation Re-deployment | Re-deployment 
Cand feaiters ...... .. cue Gad ede cod bees free Somery ote 0-21 0-12 
Sliver and ribbon lap temterS.........0.--s-eeeeree 0-27 0-24 
Comber temters . 205 (es. eels 05d NEGA UT cig see 0-32 0-14 
Draw frame tenters.....+.+ eye Te ae: ek) 0:21 ey 
eSlubber temters.....-ereeceererewecctrstrseceres 016 14 
—o $bNES 2531. Gis Wl set b “7? 2 
ane tee ee ee O10) 0-35 
Frame assistanteiss.. ode. Ua. hehe lead eke os” 0-06 
"SON win sxc sseas 05o cakes chin caéeeaanie 1-89 
Reduction :<...50 50: opavesnehps vy sipepicess oe 
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If the example is ‘at all widely followed in the industry, thorny 
questions arise about the sharing of the gain in output 


between increased earnings and lower costs of . production. 


»*§99 
Naturally enough; the Cotton Board “ exp: no ‘as to 
the suitability of this distribution.” renee, — 
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Technique of Redéeployment Ar waacas 


The processing changes introduced at the Musgtave mill are 
not new in kind ; redeployment varies in detail from mill to mill, 
but the general lines are familiar, and some managements have 
already applied them with success. But the Cotton Board’s ex- 
periment is a laboratory demonstration of what can be done in 
the cotton spinning industry without large programmes of invest- 
ment, and without waiting for the main problem of re-equipment 
to be solved. It is worth remarking, too, that it was carried out 
on machinery the bulk of which was built before 1914. The 
changes introduced cannot be fully followed without some know- 
ledge of cardroom technique. But, shortly, they involved larger 
packages, the layout of machines was rearranged, and the opera- 
tives were given new duties. At the carding engines the card 
cans were changed from 9 to 12 inches diameter ; compression 
springs were fitted to the calendar rollers to consolidate the sliver 
and obtain more length in each can.. The coiling arrangement at 
the card was altered to avoid sliver entanglement thus. reducing 
breakages. The weight of sliver in a can was increased from 
6 Ib. to ro Ib. 

The card tenters were each given 42 cards to look after instead 
of 21 ; they were relieved of cleaning and. piecing work, and were 
assisted by standardising the length of lap. At the sliver and 
ribbon lap machines the lap lengths were similarly standardised, 
the positions of the machines were changed, the units per tenter 
were increased, and cleaning was deputed to the two men who 
were also put in charge of cleaning the carding engines. The 
comber cans were changed from 9 to 12 inches diameter, and with 
standardised lap lengths it was possible to increase the number 
of combing machines per tenter from 6 to 16. The jack frame 
tenters, for whom a new wage bonus system was introduced, re- 
deployed themselves largely on their own initiative, and with 
startling results ; operative hours at the jack frames were halved. 
The major change throughout the cardroom was the transfer of 
cleaning to six men who devoted all their time to that work, did it 
more expeditiously, and reduced the total amount done. By 


various devices breakages were reduced at all processes. The. 


breakage rates per 100 lb. at each process before and after re- 
deployment were: 


Machine Before After 
Sliver and ribbon lap... rs . 194 3.5 
Comber 33 ‘Z iss i weit ee 3.4 
Draw frame ... an te a ae 65 
Slubber ded sia id wes aie, cy 2A 
Intermediate ... + eee ~ oo, a 2.2 
Jack frame... . 4 oti’: tek 6.7 


The final table shows the reduction in time taken at each machine 
in the performance of each duty of creeling, piecing, and doffing ; 
this accounted for about a quarter of the total. improvement. 
Tase II. 
Time PER Duty 
(Before and After Re-deployment) 
(* =Seconds + = Minutes) 





Creeling Doffing(a) 
mos 78 et era 
Before | After Before After 
"oo RANSON wie ose se 1e* 
Sewer Wr. = cae oe dec ces | 
Ribbon bp ieee ached 30" 26° at % i} 3g } a 
Dommbet.ds., Ges st aakis<ban 47° 21° 62* ev =| ls 6* 
Draw frame. .....-++--06 xe ne 22° | 5 
Shablgths J. s6c i550 00% ae | oat 85* eae 4 ét 
Intermediate ....<a+-+2+« 18* a3* 92° 12t 
Yack frame........-..++: 20° 18* 89" 65* | 13t 
T@) For doifing at the sliver lap, nibbon lap, comber and draw frame the moving of the 


laps Or cans is excluded and at the speed frames the time given is the time the frame was 


The operatives eng inthis experiment have,since agreed to 
adopt the new met permanently, and the report states that 
other workers in mills belonging to the same group have also 
asked for their adoption. 


* * > 


Offshore Purchases 


The renewal of the Anglo-Canadian payments arrangements 
which expired on March 31st is for an. even shorter period.than 
was generally expected last week. They cover the first fouricen 
days of April and no more. By Wednesday of next week, April 
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14th, it should be possible. to.take a clearer view. of. what.Marshall 
dollars may be available to Britain to make offshore purchases 
from Canada, and in the light of that information longer term 
arrangements may again be possible. The matter is now under 
discussion not merely between London and Washington but 
between Washington and Ottawa. Meariwhile the very short 
term arrangements provide for further drawings on the Canadian 
credit. The maximum of these drawings for the first three months 
of this year was $45 million. If that rate were maintained 1 would 
be open to Britain to draw nearly $8,000,000 during the fourteen 
days of the interim agreement, It is thought that the permissible 
releases are somewhat in excess of this figure. For the rest Britain 
continues to fill the Canadian deficit in US dollars but can do 
so with less anxiety now that Marshall assistance is assured. 

The position regarding offshore purchases, as this issue goes to 
press, is that the United States authorities have asked the British 
to state their Western Hemisphere requirements under Marshall 
aid. These particulars have been furnished, together with details 
of British contracts for supplies from Canada—all of which are 
at prices which are favourable compared with American prices for 
the same commodities. It is therefore expected that these con- 
tracts will be taken over by the United States as offshore pur- 
chases, but the final decision rests with the American adminis- 
trator of ERP. As for other supplies, like wheat from Argentina 
or South American cotton, there is distinct doubt whether these 
will qualify for inclusion, at least at present. 


*« * *x 


American Plans and British Studios 


American film producers, as was to be expected in view of 
the film agreement, have begun to show a renewed interest in 
British studio space, Various signs of this have appeared, and one 
definite arrangement: Mr J. Arthur Rank, in New York, has 
made an agreement under which Universal are to make two films 
in the studios and using the technical resources of the Rank 
Organisation. These productions will be financed (“to the extent 
permitted by the tax settlement,” of which the terms have still to 
be published) from the American company’s non-remittable British 
earnings. 

Of the major American film-producing companies, Warner 
Brothers and Metro-Goldwyn-Mayer already command studio 
space in this country. For Universal (since they distribute in the 
United States a part of the Rank output) the Rank Organisation is 
the obvious channel. Mr Rank has been at pains to point out 
that this is the only commitment of the kind amto which. he has 
entered. It remains to be seen where the remaining American 
producers will look for British studio. space in “which to spend 
their sterling. Some of them have already announced programmes 
of production. 

The amount of empty British studio space has lately been in- 
creasing ; so has unemployment in the film industry. The 
prospects that American producers will be able to get the space 
and the personnel which they will require (for they will want to 
employ some British staff) seem to be good ; and this very fact is 
aggravating the hesitations and difficulties of British producers. 
The Association of Cinematograph and Allied Technicians, which 
was already suffering from unusually heavy unemployment among 
its specialist members, has suffered two new blows with the closing 
of the British National Studios at Elstree and the cutting 
of staff at Sir Alexander Korda’s studios at Shepperton. The 
reduction of staff at Shepperton may not mean a fall in production, 
since extra personnel had been einployed there on expansion and 
improvements. But the Association now has 500 cr 600 members 
out of work ; unemployment among the technicians means a much 
larger volume of unemployment among less skilled’ workers as 
weil ; and it seems unlikely that British cers in their present 
despondent mood will be able to find them work. Only the 
Americans, it seems, have the capital in sight to expand film pro- 
duction in the near future. ir superior resources, together 
with the larger markets they can command, are enough to frighten 
away the backers on whom so much British production depends. 
But there must be a limit to the extent to which the Americans 
wish to enter film ‘production in Britain, and the present wave of 
pessifnism about the future of British film production may yet 
prove to be overdone. 


a +. - 
A Bottleneck Answers Back 


The British Iron and Steel Federation, understandably nettled 
by the description of steel as “the worst bottleneck” in the 
popular edition of the Economic Survey, defends itself with some 
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1948, where it is suggested that 2 i 

sary to reduce export targets for certain types of machinery and 

vehicles. Why this is so is not.clear, since these targets were fixed 

after the fixing of the 14 million ton target for steel. 

Fither, therefore, ther ¢ miscalculation _in 

original targets, or the closing of overseas markets, which is also 

referred to, is, in fact an over-tiding factor in their adjustment. 
As to its‘own target, the Bulletin points out that the steel industry 
is doing well ; production was at the rate of 14.§ million tons 
in January and at the rate of 15 million tons in February. 
naturally admits the need to make more steel if possible, but 
adds : 
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There is, however, a great difference between. stressing the 
importance of expanding septiclibe at a time when the crucial 
problem facing the country is how to increase production generally, 
and branding some particular expanding industry as a bottleneck 
holding back the rest of the economy. 

Its defence (or, rather, counter-attack) is that the steel industry 
is supplying more steel than it has ever supplied before, and that 
if this is not enough, it is because of extraordinary demands, 
caused by deficiencies in other products. To the suggestion that 
textiles are to be called upon to make good the deficiencies of 
steel in the export trade, the steel industry replies that even the 
new target for textile and clothing exports is only 99 per cent 
of prewar exports, while the new “reduced” export target for 
machinery and vehicles is 199 per cent. 

So far from other industries having to carry increased loads 
because of shortages of steel, the position is that claims on steel are 
so high because supplies of many products, some produced at home 
and some imported—for example, coal, timber, and textiles—are 
still below the prewar level. 

The Bulletin draws attention to the particular shortages of 
components (ball-bearings, precision chains, electric motors) 
which are mentioned in the Economic Survey. Here, it suggests, 
the real bottlenecks are to be found—not in the general supply of 
steel. In the ball-bearing industry, for example, “there is 
no question of output being hampered by shortage of steel.” But 
there is an abnormally heavy demand, aggravated by the require- 
ments of conveyor-belts for colliery re-equipment, and there is 
a shortage of labour for additional ball-bearing production. The 
Bulletin doubts whether such things were remembered when 
steel was described as “ the worst bottleneck.” It adds a discreet 
but not ineffective thrust at the Government system of allocating 
steel: “It may be that difficulties here, which certainly charac- 
terised 1947, have not yet been overcome.” It is a lively polemic, 
which certainly succeeds in proving that there is.more than one 
aspect from which inflation of demand and its consequences can 
be regarded. 

* * . 


Can Germany Spare Scrap? 


In the same publication. the German scrap position is dis- 
cussed. The main contract which Britain has been seeking for 
a million tons of German commercial scrap has never been put 
into final form, and the current contract for 100,000 tons (to be 
delivered by July) to which the Bulletin refers is hardly even a 
stop-gap.. Two difficulties remain to be overcome. First, on 
prices ; the contract price is £6 ros. a ton f.o.b., but this goes to 
the Joint Export-Import Agency ; what the German dealer gets, 
according to the Bulletin, is fifty marks. Attempts to express the 
value of fifty. marks are a waste of time; the Bulletin hazards 
“anything from {1 §s. to £3 15s. a ton”; the German dealer 
would probably say “ten cigarettes.” The high price paid to JEIA 
has obviously not solved this difficulty. The second difficulty 
that has been raised is Germany’s own need for scrap ; against this 
the Bulletin states the British case in some detail. 

Bizonia’s maximum permitted output of steel under the revised 
level of industry plan is 10.7 million ingot tons a year. But 
this cannot be attained at once ; according to the Marshall. Plan 
forecasts it should reach 4,075,000 tons this year and Io million 
tons in 1951. About half is to be made by the Basic Bessemer 
or Thomas process, and half by open-hearth and electric 
furnaces ; the division is determined by such factors as the exist- 
ing structure of the German industry, the raw materials expected 
to be available, and the important German demand for Thomas 
slag,.a by-product of the Thomas process, as fertiliser. While 
72 péer*cent of scrap—obtained within the industry itself and 


from its associated engineering and fabricating shops—is to be 
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@ Money. is required. for the export 
programme —to keep men and machines 
working and so ensure the ceaseless flow 
of British ‘goods to markets overseas. 
All this vital activity,is sustained by, the 
facilities which a Bank alone can provide. 
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Two tractors put 6000 people 
into essential industry ! 


















150 acres of this rough ground had to 
be graded absolutely flat before a single 
brick could be laid for the Dundee 
industrial development scheme. 


Every hour two men shifted 250 tons 
of earth using two “ Caterpillar ” 
Bulldozers with Scrapers which scoop 
up 12 cu. yds. at a single bite! 





The Dundee TndustriatScheme, spon- 
sored by the B.o.T. and built almost 
entirely by Sir Robert McAlpine and 
Sons Ltd., puts 6,000 people to work 
in new and essential industries. In 
this project “Caterpillar” Earth- 
moving equipment — supplied and 
serviced by the Olding organization 
—has made immense savings in cost, 
timeand manpower. Onemorecaseof 
“Caterpillar” making a powerful 
contribution to Britain’s recovery. 
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“ Caterpillar” moves the Earth — to help rebuild Britain 
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THE CONDITIONS which interest the modern exporterare those 
prevailing in his market, the.‘ commercial weather’ in which 
he must trade. British products will always sell in Australia and 
New Zealand provided they are adapted in both quality and 
price to the Dominion markets. The Overseas Department of 
The Bank of Australasia can put at the disposal of the British 
exporter accurate up-to-date information from the’ Bank's 
Branches “down under ’ giving him a picture of prevailing con- 
ditions upon which he can base his© export: programme. 


THE BANK OF AUSTRALASIA 


(Uncorporated by Royal Charter 1835) 


HEAD OFFICE: 4, Threadneedle Street, London, E.C.2.. (Manager: G.. C. Cowan) 
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used in the open-hearth furnaces, the ‘Thomas steelis to be made 
mainly [rom pig iron in accordance with ordinary German 
practice, The following table, reproduced from the Bulletin, 
shows the steel production programme for Western Germany 
under the Marshall Plan, the requirements of ‘scrap for steel 
production, and the estimated tonmages of scrap arising from 
within the industry. : 

FsiimaTep GERMAN STEEL PRODUCTION AND SCRAP REQUIREMENT 

(Thousands. of. Metric Tons) 











Year 

cy ee ee Ce CT 
Steel production ..........0.00es 4,075 5,500 7,500 10,000 
ROUND; eck dewackeebiveres 2,037 2,750 3,750 5,000 
Open hearth, &. . ..sscecesess 2,038 2,750 ; 3,750 5,000 

Scrap required :— Ee 
SUMMED. . . cndd oni ntestbs nus 30 Ot. 8 ie 75 
Open hearth .iwied<\ cskadeacs 1,590 2,145 | 2,925 3,900 
With i iatinieeteaieee,. 5 2,620 «=-~s« S| 8980 3,975 

Scrap arising :—~ f ; 
NNN as 856 1,430 1,950 2,600 
Engineering and fabricating. ... 407 770 1,050 1,400 
Wis. divavdewhiceatus 1,263 2,200 3,000 4,000 

Surplus or deficit .............. - 37 oak : pee 20 toe 25 Ee 


Only in 1948, according to this programme, will extra scrap be 
needed to bridge the initial time-lag. The scrap requirements for 
pig-iron production are separate, but they are limited. In blast 
furnaces making Thomas iron only about § per cent scrap can 
be used if basic slag for fertiliser is to be maintained at the 
necessary quality. In other furnaces up to 22.5 per cent scrap is 
expected to be used during 1948-49, 20 per cent in 1950, and 
18 per cent hereafter. On these assumptions, scrap requirements 
for blast furnaces are 416,000 tons, 540,000 tons. 686,000 tons and 
851,000 tons in the four years 1948-51. These figures result in 
the following total requirements of scrap for German iron and 
steel production from sources external to the iron and steel 
industry itself : — 

Metric tons. 
1948 1949 1950 1951 
773,000 525,000 666,000 826,000 

These needs, the Bulletin maintains; can be comfortably met 
by the existing stocks of 880,000 tons in the hands of steelworks 
and the scrap merchants, together with the quantities, estimated 
at $50,000 rising to 1,000,000 tons, which should become available 
from industry year by year through normal wear and tear. And 
German stc*] production will have no need of the vast quantity 
of scrap (estimated at 5.0r 6 million metric tons) in the British 
Zone not yet collected by the scrap merchants. 


* * * 


Overtime in the Mines 


The decision reached at last week’s special delegate con- 
ference of the National Union of Mineworkers to continue work- 
ing overtime for another twelve months was expected, but is none 
the less welcome. It is estimated that some 4,000,000 tons have 
been added to production since the overtime agreement was 
originally reached last November, and if this year’s agreement 
can be accompanied by a concerted drive against absenteeism, the 
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rather large assumption. In recent months, absenteeism at week 
‘ends has been rising. The experience of Northumberland 
on eer, chose taerorie wd hour father than th 

aturday shift suggests that this me d is more ¢ economical ani 
effective, as the Government originally held, and districts where 
Saturday absenteeism has been exceptionally high may Well con. 
sider switching over to the half hour a day practice. 

Coal output has recently been running at about the rate required 
to fulfil the 1948 target, and deep-mined outpur had in certain 
weeks exceeded the 4,000,000 ton mark. Last : however, 
1,000,000 tons were lost through the Easter holiday, and deep. 
mined output fell to 2,316,600 tons. A spurt will be needed to 
recapture lost ground. Opencast working had been steadily im- 
proving until the holidays, and with the warm weather should 
improve further. Fae ae 

The chief danger-point in the industry still lies in the number 
of unofficial strikes, In January and F ry, more than half 
the number of strikes and a third of the days lost were 
in the mines. A stoppage is now threatened by the Yorkshire 
winding enginemen which would upset production in this im- 
portant coalfield. The negotiations over craftsmen’s v ages are 
still dragging on, and even though the Board has given an assur- 
ance that any increases will be retrospective from January Ist, 
there is a growing sense of frustration and impatience at the slow 
procedure. Miners’ hopes that the negotiating and conciliation 
machinery established under nationalisation would lead to speedier 
settlement of disputes and thus avert the danger of unofficial 
stoppages have so far not been realised. 


* * * 


Capital Movements to South Africa 


Two important notices dealing with the movement of capital 
to South Africa and exchange arrangements with that country 
emphasise the increasing momentum of the drift which, i 
certain technical respects, is taking the Union outside the sterling 
area system. The new capital arrangements apply to sales of 
securities on behalf of non-residents and reinvestment of the 
proceeds in South African securities. The Bank of England has 
announced that such switching requires the prior approval of 
the Bank. For the purpose of this notice, non-residents are 
persons residing outside the sterling area, and it is understood 
that the tightening of the regulations is aimed at controlling 
the switching of investments by Continental and” American 
holders of securities who have recently found their confidence 
in sterling sufficiently shaken to transfer capital to South Africa. 
Such switching has throughout been subject to permission 
of the Bank of England, but this permission has in the past 
been given so automatically that some stockbrokers had been 
inclined to take the matter as a pure formality and on many 
occasions sought permission from the authorities after the business 
had been transacted. The presumption is that, in future, per- 
mission will be given only in very exceptional cases. 

It should be added that the tightening of ‘the regulations does 
not affect switching by residents in the sterling area. It is from 
these quarters that the main movement of capital from Britain 
to South Africa has been initiated, but presumably the autho- 
ritiés on this side feel that the discouragement of that movement 
is being effectively achieved by the initiative recently taken by the 
South African Reserve Bank. 

The main British objection to this shift of capital is that it is 
placing in South African hands sterling resources which can be 
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used to finance current-imports from the ing area and which 


10 ot nee make eens es Loo nae cot Africa 
to replenish its ster dings by sales: of newly-mined. 

to the. British Government. Over. the meas the oo 
holdings of the South African Reserve have. risen from 
about £10 million to neatly £30 million. This. accumulation. of 
sterling, which is largely the product of capital transactions, is a 
measure Of the gold that would otherwise have accrued to. the 
sterling area central reserve. 

The second notice affecting payments arrangements with South 
Africa is an amendment to the arrangements by which facilities 
have in the past been granted under Foreign Exchange Notice 
No. 257 for selling dollars or other foreign exchange to South 
African importers, Under the former system a resident in South 
Africa could open a credit in London for an import to be paid 
for in non-sterling currencies, including dollars. He. was not 
allowed to cover his commitment by a forward purchase, but in 
effect his bank was entitled to buy the dollars spot and hold 
them for him until such time. as, his commitments fell que. It is 
this procedure that is. now no longer allowed. Any. sale of 
dollars for other currencies by London banks to finance imports 
into South Africa must now receive prior sanction by the South 
African Reserve Bank. This change merely formalises recent 
developments under which South Africa has ceased to have 
access to the sterling area dollar pool and has become directly 
responsible for its own dollar and other hard currency deficits. 


* x * 


Industrial Production 


The index of industrial production, now in its second month 
of publication in the Monthly Digest of Statistics, is given for 
January (the latest month covered) as 122 (1946100). The latest 
calculation is, however, given only provisionally, and the reserva- 
tion is real: the index for December, assessed provisionally at 117 
in last month’s Digest, is now corrected to 115. Of the main 
industrial groups which the index covers, manufacturing indus- 
tries for December are corrected from 117 to 114, and gas, elec- 
tricity and water from 126 to 119. The corrected picture for 
December, 1947, is given below. 

INTERIM INDEX OF INDUSTRIAL PRODUCTION 
December, 1947 (1946 = 100) 
December, 1947 January, 1948 
Revised Provisional 


DOOD Heae. -Giih: digall. dacaates OSS, 115 122 
Mining and quarrying ..................... 104 115 
Manufacturing industries (total) ...... 114 123 

Chemicals ....,.... rons ibaa: abd 104 oe 

Metals, engineering and vehicles 120 

Textiles and clothing ............... 105 

Food, drink and tobacco ............ 105 

Other manufacturing industries ... 117 rae 
Building and contracting ................. 128 120 
Gas, electricity and water .............:. 119 121 


Last November (the index for which is now corrected to 123) still 
stands as the best month since the war. 

In its statistics relating to iron and steel production the Digest 
includes for the first time stocks of pig iron and scrap—a useful 
addition (urged in The Economist on March 13th) which tends 
to show how far the success of steel production has been 
achieved at the expense of stocks. Pig ifon stocks in February 
stood at 388,000 tens compared with 814.000 a year before and 
997,000 in February, 1946. Scrap stocks were 352,000 tons, Com- 
pared with 534,000 in February, 1947, and 492,000 in February, 
1946. The Economic Survey referred to “continuous and 
ominous falls” in these stock levels; the figures now published 
show the position more precisely, if, not less ominously. 


x * * 


The Volume of Bills 


Amid the mass of information contained in the latest report 
of the Commissioners of Inland Revenue, that for the year ended 
March 31, 1947, an item of particular interest to the money 
market is the revenue from duties on bills of exchange. These 
figures make it possible to frame an, approximate €slmate of the 
amount of bills outstanding in. the fiscal year 1946-7 and to 
compare them with those for the preceding year. Receipts are 
shown separately for inland and foreign bills. The estimates of 
the amounts outstanding are based on the assumption that on 
the average the bills drawn are for periods of three months, and 
that they are all in excess of £75 and therefore bear stamp duties 
at the rate of is. per £100, resultant estimates of inland 


pad 1945-46 © 1946-47 
Inland «  . ©... 9135,339 32,787 40,432) °8B,992 
Foreign =. ss '123,626 9,454 11,085 30,912 


The revival of the inland bill in the year 1946-7 was striking, 
and market experience suggests that the growth in this type of 
paper has continued since March, 1947, and that the volume out- 
standing must now challenge comparison with what it was before 
the war. The comparative revival in foreign bills was even more 
marked, but the amount outstanding in 1946-47 was still less than 
one quarter of what it was before the outbreak of the war. The 
above figures of bills outstanding should not be regarded as a 
measure of the velume of commercial bills circulating in the 
London market. A considerable proportion of the bills drawn 
go straight into the holdings banks and commercial houses: and 
do not appear in the market. The volume of inland bills, for 
example, has been appreciably swollen by hire purchase paper. 


* x * 


How to Streamline 


It may be urgently necessary to reduce imports and to expand 

exports, but it is often easier to obtain a licence to import than 
to export. Last November, the President of the Board of Trade 
set up a “ working party ” to consider whether the forms required 
for export trade could be simplified or even eliminated. It was 
a committee of the talents, including representatives of the Asso- 
ciation of British Chambers of Commerce, the Federation of 
British Industries, the Institute of Export, the Institute of Ship- 
ping and Forwarding Agents, the banks, the National General 
Export Merchants’ Group and the National Un:on of Manufac- 
turers. In addition, the Bank of England, the Treasury, Customs 
and Excise, the Board of Trade and the Ministry of Transport 
were represented. 
- If radical improvements could be made, such a committee 
was certainly well qualified to discover them. But it has com- 
pleted the first stage of its inquiry—the examination of forms 
required by the Government—and is unable to recommend any 
major changes, given the existing export and exchange controls. 
Export licensing, originally devised to prevent the starving of the 
home market by excessive exports of necessities in short supply, at 
present covers only about 30 per cent by value of Britain’s total 
export trade, and the “ working party” could offer no improve- 
ment in the system already in operation. Similarly, it endorsed 
the use of form “C.D.3” for the purpose of exchange control 
which covers over §0 per cent by value of the total export trade. 
A suggestion to amalgamate the two failed, becaus¢ only 20 per 
cent of total exports calls for the completion of both forms, and 
the increased complexity would be a nuisance to other exporters. 
On Customs forms, it had to accept the contention of the authori- 
ties that the present forms—unchanged since 1939—are essential 
to safeguard the revenue. 

Thus, the “working party” has laboured without producing 
even a mouse to lighten the exporter’s burden. And indeed it was 
doomed to failure because it had to take for granted the existing 
background of controls. Forms may indeed be a nuisance. But 
absence of forms would not automatically sell more British exports. 


* * * 


Cunard Steam-Ship Capital 


At the annual general meeting at the end of this month the 
Cunard Steam-Ship Company is to seck approval to increase 
the. authorised ordinary share capital of thé company from 
£5.570,241 to £12 million. This is as far as the chairman, Mr 
Frederic A. Bates, is at present prepared to go in elaborating 
the’ board’s plans to issue more capital. The decision has been 
dictated largely to fund the group’s short-term finance, repre- 
sented in the consolidated balance sheet at December 31, 1947, 
by a liability of £4,881,300. for unsecured loans to bankers 
(and since reduced to £4,581,300). 

This liability arose from last year’s purchase by Cunard Steam-~ 
Ship of the outstanding 38 per cent of the ordinary shares of 
Cunard White Star from O.S.N. Realisation Company at 4os. 
a share—a transaction described by Mr Bates in his statement 
as one which enables the Cunard Company to retain “all that 
might be called the built-n strength which a prudent company 
requires to meet its varying fortunes in the future.” » Alt 
the liquid position of the group. was not known at the time of 


the purchase, it was evident that the parent company (judging 


. 
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by its resources at the end" of 1946) could not Have financed the 
deal without external assistance. The accounts for 1947, which 
have now been issued in consolidated form for the first time, 
show that the group enjoys a position of great strength, with 
reserves of £18,069,422 and a written down book.value for the 
fleet of £25 16s. per gross ton. In this situation the low level 
of net liquid assets is a striking anomaly. If short-term loans 
in the consolidated balance sheet are offset against liquid assets, 
there remains a surplus of only £113,162. Quite apart from its 
expressed desire to repay the outstanding indebtedness to the 
banks, Cunard is clearly in need of some replenishment of 
resources. These have been heavily depleted since the war ; it is 
now revealed that up to the completion of the “ Caronia,” building 
contracts and purchase of tonnage have cost the group more than 
£145 million. 

Another reason for the proposed increase of capital is to “ pave 
the way for any future expansion or development of the company’s 
business.” Does this imply a further expansion of building plans ? 
Presumably not, for Mr Bates’ views on the inadequacy of 
deprec.ation allowances, the exorbitant cost of building, the 
weight of taxation and the uncertain trading conditions which 
lie ahead, especially on the Atlantic route, in which the group 
has such a commanding interest, are well known. But Cunard 
is unlikely to be wholly deterred by these factors. Cautiousness 
has always been the keynote of Cunard pronouncements, but 
the group has been most enterprising in its postwar efforts to 
re-establish British shipping on a peacetime basis, especially on 
the important dollar-earning routes, and no doubt it does not 
regard its work as wholly finished. In 1947 profits of the group 
totalled £9,474,785, and provided earnings of 85.3 per cent to 
cover the 10 per cent dividend which has been paid for each 
of the last three years. 


* * * 


Relief from Rice 


Prospects for the world rice crop this season are encouraging, 
and if large grain harvests are secured in both Europe and North 
America, much of the physical distress caused by the shortage 
of staple foods will be alleviated. Abundance, however, is still 
not yet in sight. The US Department of Agriculture has estimated 
world production of rough rice in 1947-48 at 7,086 million bushels; 
this represents 96 per cent of the average prewar output, but there 
are many more mouths to feed. The current crop is nearly 150 
million bushels larger than in 1946-47 and the greatest gain 
occurred in Asia, where production is gradually recovering from 
wartime destruction. Both India and Japan, however, are expected 
to have smaller crops than last season. 

Before the. war the major exporting countries, in order of im- 
portance, were Burma, Siam, Indo-China and Korea. Output is 
expanding in each of these countries, but it is well below the 





Wortp PRODUCTION oF RovuGH RIcgE 
(‘000 bushels) 


| 


1935/36— | 
1946-47" |  1947-48* 


g 
- 
& 





1939/40 
Average 
; ; 
BS Fy gn vv cecehcseuncdereinses / 7,111,700 5,964,200 6,499,400 § 6,598,000 
xf which— 
Burma... +0sssshhbhine use 348,534 134,455 | 194,114. 269,114 
French Indo-China .....6....... 316,038 | 220,000 | 200,000 ! 210,000 
SOO... sss nee peaeneeree nccceen 213,079 | 120,000 128,000 — 143,000 
See os SS TERIOR EER ' 1,904,819 | 1,961,877 2,104,781 | 2,050,000 
CRG 5 is vind said ver aida Sede Ss 8 | 2,623,383 | 2,159,964 2,528,736 | 2,348,082 
ET 0 va uo ke vas pie oak 195,763 117,321 110,112 | 128,650 
Japan... ......- ct ghee et 595,845 | 457,007 561,082 | $45,447 
Philippines .iii5.6s best tas. 104,877 | 88,380 107,689 | 108/358 
Europe (including USSR)........ 69,3525 34,200 41,000 54,200 
Navth Aasmth-... . isias 64s IS S58 62,900 88,600 91,600 | 100,400 
South AMeri@e... 0 ica ic bccceuess 89,500 181,800 | 162,400 — 159,400 
of which i 

RO 3s: Ahi. SS 66,424 135,799 118,000 | 111,006 
MINE 5 ison nakadican dts sass 106,000 154,600 136,600 154,500 
GONE ks 550% oss tas Peide te 2,700 4,700 4,900 4,800 

OAL. cn ciaceccns Vee ueees 7,442,000. | 6,419,000 6,950,000 7,086,000 


“<* Provisional. + South Korea only from 1945 onwards The pre-war production of this 
area was 150 milliom bushels. 
Source : US Department of Agriculture, 


prewar level. And although production has increased in those 
countries which have always depended on imported supplies, their 
requirements are larger than in 1935-39. India’s rice crop, for 
example, is now 7 per cent larger than before the war, but its 
import requirements, as distinct from actual imports, are estimated 
to have increased by at least 5 per cent. Larger exports available 
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‘this Season from Burma, Siam and Indo-China—some Too millidq 


bushels more than in 1946-47—will reduce Asia’s demand for 
grain Substitutes, but total suppl from these sourcés will still” 
be 250 million bushels lower than before the war. Production in 

other areas of the world is also increasing and only in Europe is 

output below the 1935-39 average. The great expansion which 

has taken place in North and South America and Africa will help 

to swell world rice supplies, but they will still be insufficient to 

offset the smaller crops in the Far East. Asia alone still accounts 

for 93 per cent of world production, although before the war the 

proportion was 96 per cent. 

Full recovery of rice production in the Far East depends 
to a large extent on political stability. Acreage is only 98 per 
cent of the prewar level, and in the major exporting countries 
it is nearer 70 per cent. Lack of internal security, lack of confi- 
dence in currency, ard lack of consumer goods still play their 
part in restricting output ; but at least the general prospect is not 
so bleak as it was nine months ago. More adequate rice supplies 
in Asia would do much to improve political conditions there and 
help indirectly to relieve the world’s food shortage. 


* * x 


Base Metals from Dollar Sources 


American demand for base metals has continued strongly 
since the turn of the year despite recurring apprehensions of a 
business recession. Lead advanced early this week by 2} cents to 
17.30 cents a Ib. (equivalent to £96 a ton compared with the 
British price of £90)—a new record level for common grades. 
A rise had been anticipated for many weeks and last week foreign 
lead was offered in the United States at 16$ cents a Ib. The 
strike in the Mexican mines may have been a contributory cause 
to the recent rise, although Mexico’s annual production is not a 
major factor. World supplies, however, are still well below require- 
ments. In the last week the world export price of electrolytic 
copper in New York has declined from 22.00 cents a Ib. to 21.75 
cents (or £121 a ton, against the British price of £132), but funda- 
mentally the market is still firm. American tin has remained 
unchanged despite the new premium on Straits metal. The 
Ministry of Supply has agreed after nearly three months’ negotia- 
tions with Malayan tin representatives to raise its buying price 
from £500 to £504 a ton ex-smelter (Penang or Singapore), while 
its ex-smelter selling price is increased from £504 to £505 Ios. a 
ton. This new price pays little more than lip service to the 
Malayan claim for a premium over Bolivian tin, but it was pro- 
bably the best concession which could be obtained without alter- 
ing the whole structure of world tin prices. 

Britain is still very dependent on dollar sources for copper, 
zinc and lead. This month the first supplies of electrolytic copper 
refined in the United States from Rhodesian blister should arrive 
in this country. Although this copper will provide a welcome 
contribution to British supplies, it will cover barely a tenth of 
Britain’s electrolytic requirements. The British demand for 
high-grade zinc rose sharply last year, and consumption totalled 
110,000 tons out of a total, virgin zinc consumption of 223,000 
tons for the year. Most of this high-grade metal has to be im- 
ported from the United States, which with Canada supplied over 
two-thirds of British imports of slab zinc in 1947. Moreover, 
dollar countries also supply this country with between 25 and 
30 per cent of its lead imports. 

Europe, of course, is equally dependent on Western Hemisphere 
non-ferrous metal supplies, even though demand has been 
restricted to essential uses by the scarcity of foreign exchange. 
Marshall aid will not be so lavish that an uncontrollable boom 
in base metal prices is likely to result. And it still remains to be 
seen whether, with Marshall aid, it will be possible to avoid some 
curtailment of the British and European demand for copper, lead 
and zinc, even at some threat to industrial activity. 


Shorter Note 


The selling price of platinum in London was recently raised 
from £19 to £22 Ios. per troy ounce. This increase is in con- 
formity with price advances announced by a leading American 
smelting company. The present price level compares with £15 2 
year ago and the increase of £7 is due to the cessation of exports 
from Russia since the first half of 1947. The new London 
price applies to sales for manufacturing pu which are 
conducted in very small lots. There is also a free market price 
in London of about £26; this premium results from speculative 
holdings owing to the cessation of imports 
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% 
Depreciation of Ships, Properties, Plant, Machinery and Office F ase ae 1,850,997 
Interest on Loans secured on Freehold Property (gross) ... one int >: pale 34,976 
Interest on Loans from Bankers (gross) __... “dé -~ “* see abe eae 86,072 
Dominion and Foreign Taxes te a hed al aiid aa sae in 156,062 
United Kingdom Taxes including provision for taxes on Current Year's Profits -» «4,160,418 
Balance— Profit for the Year... ‘ie ee si she so ‘eov aae o 3,186,260 





$9,474,785 

Proportion of Profits for the year attributable to Minority Shareholders o ow cd 
Transter to Reserves ... sad a8 an ons iia a an sas -- 2,805,906 
Divitends on the Preference Stocks (nett)... ©... 0 cw ves ws ame 74,251 
; » Ordinary Stock Interim 24% (ett) 0 0. ae ge SP 76,590 
Proposed Final Dividend on the Ordinary Stock 74% (nett) 4. see ow it eee 229,773 
Provision for Augmentation of Pension Funds... .. Se a at 310,000 
Balance—carried forward to next account ... i ag ie wiosi > soe 592,590 
£3,589,556 

emmemoesrenincie 





2 
ISSUED CAPITAL of The Cunard Steam-Ship Company, Lita. ... ea wa « —- 8,070,261 
RESERVES 
Capital, Ship Replacement, General, and Contingencies Reserves sie Sas -«. 17,476,832 
25,547,083 
DEBENTURES AND LOANS £ 
Loans secured on Freehold Properties  .. wl io ‘top = 970,639 
Unsecured Loans from Bankers... bee eid See wee - 4,881,300 
aa 5,851,939 


DEPOSITS WITH THE COMPANIES 
Superannuation and other Funds ... Sui Sie po ee out ats eat 237,293 
CURRENT LIABILITIES RESERVES AND PROVISIONS 
Creditors, Open Voyage Accounts, Provisions tor Deferred Repairs, 
Maintenance of Fleet and Taxation... aes a seb +. 18,767,272 
Dividends on the Preference Stocks paid Ist January, 1948 (nett) —_... 37,126 
Provision for Proposed Fina! Dividend on the Ordinary Stock 7}% (nett) 229,774 


CAPITAL, RESERVES AND UNDISTRIBUTED PROFITS 

ATTRIBUTABLE TO MINORITY STOCKHOLDERS ..: sae Nae ee 2,787 
PROFIT AND LOSS ACCOUNT 

The Cunard Steam-Ship Company, Ltd... wit es iis « pr one 592,599 


£5 1,265,822 











ou pinion the Capsolidated Balance Sheet is 
Sheaves of The Cunard Steam-Ship Company Limited. 


Loxp >, 3ist March, 1943, 






THE CUNARD STEAM-SHIP COMPANY LIMITED AND SUBSIDIARY COMPANIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 3ist DECEMBER, 1947 


CONSOLIDATED BALANCE SHEET 3ist DECEMBER, 


REPORT OF THE AUDITORS TO THE MEMBERS 
We have examined the Consolidated Balance Sheet set out above with the Balance Sheets of The Cunard Steam-Ship Company Ltd., and of its Subsidiary Companies which have been duly audited. In 
rly drawn up so as to exhibit a true and fair view of the state of the affairs of the group as a whole as shown by the audited accounts eo far as concerns the 


Te omer 


Operating Profit Bank and other Interest after providing for Deferred Repairs and 
Maintenance of Fleet ... oie let tds pak jai on bed 9,093,432 


Dividends from Trade Investments (gross) nas ete on = ose pee 
Dividends and Interest from Government and other Investments (gross) fe nf 172,221 
Nett Profit on sale of investments and other properties ... See ve sive oe 185,765 












49,474,785 
emcees 
Balance—Brought forward from 3lst December, 1946 ... < wes i ved 403,296 
Balance—Profit for the Year... obs saa ine re ie sae a ««- 9,288,260 


1947 


FIXED ASSETS £ & 
Ships at cost less Depreciation, and Payments on account of New Tonnage 23,120,463 




















Freehold and Leaseho!d Properties at cost icss amounts writtec off 2,786,086 
Plant, Machinery and Office Furnitare, at cost less Depreciation ma 84,115 
Trade-rights and Goodwill at cost ... oo ion ie S wii 100,413 
— 26,041,076 
TRADE INVESTMENTS 
At Cost [ess amounts written off ... = vn we “ 225,474 
CURRENT ASSETS 
Ships’ Stores, Provisions, Coal, Fuel Oi!, Wines, Linen, ete, ... ea 416, 182 
Debtors, Agents’ Balances and Onen Voyage Accounts ... wos ‘ 4,532,399 
Investments-——quoted (Market Valne £5,980,291) 6,905,781 
Tax Reserve Certificates ... we d bei 2,914,000 
Cash at Bankers and in hand 11,230,910 
————— 24,909,272 


Norrs—(1) Liabilities outstanding at the 3isat December, 1947,0 n contracts for new 
ships were of the order of £7,300, 000. 

(2) At the 3lst December, £895,716 was standing to the credit of a eub- 
sidiary Company in the Government Tonnage Replacement Acoount, 
out of which sum £59,642 was received in January, 1948. £677,708 ie 
available towards setilement of the above-mentioned Habilities, 

(3) The shares in two American Subsidiary Companies have been placed at 
the disposal of H.M. Government under the Financial Powers (U.S.A, 
Securities) Act, 1941, 

(4) Assets and Liabilities expressed in United States and Canadian Dol!ars 
have been converted into sterling at the rate of $1.02 to the £ and other 
currency assets and liabilities at the rate ruling on Jist December, 1947. 

FP. A. BATES, 
H. W. CORRY, 
H. J. FLEWITT, 


— 251,265,822 
Secretary, <qicageptargieadalite 
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and 
“THE BRITISH LAW” 
For INSURANCE 


Head Office 
21/32 King Street, Cheapside, London, E.C.2” 
Telephone: MONarch 7611 























FAMILY MEN UNDER AGE 45 


Your responsibilities are great. A considerable Fund 
would be required to provide your widow with 
£250 A YEAR FREE OF TAX until the time you 
would have reached the age of 65, followed by a 
substantial annuity, for the remainder of her life. 


THE STANDARD FAMILY INCOME POLICY 


solves this problem for less than £60 a year at 
age 24, rising to £93 a year at age 44. Other 
amounts may be obtained at a proportionate cost. 


This. type of policy can. be granted only to male 
lives in good health whose ages do not exceed 45. 


Write for full particulars to :-— 


STANDARD LIFE 


ASSURANCE COMPANY 
Established 1825. «Asse 3,000,000, 


rs ne PRON RAE SONATE EAS 


“London : 3. Abchurch Yard, Canoon Street, E.C.4 
15a Pali Mall, Swi 


eRe 








Little time to think about correct posture, even when 
you do get a chance to sit down! Result —stomach 
muscles soft, slack and no longer a protection. A Linia 
Belt gives just the support you need. It tones up the 
muscles and helps a lot in keeping you fit and energetic. 
Wear the 


LINIA BELT 


Linia Shorts are also available 
Linia Method Booklet free on application from Dept. 11. 


SOLD ONLY BY Je ROUSSEL LTD 


REGENT STREET - LONDON « W.! 
Telephone : REGent 7576, and at Birmingham, Glasgow, Liverpool, Manchester, ete 






Safe as the 
Bank 


Tice CERTIFICATES are a safe and profitable invest- 
ment, and your Bank is ready to make it easy for you to 
buy them. Your Bank Manager will ask only for your 
signature on a Banker’s Order form authorising either a 
single purchase of a block of National Savings Certificates, 
or a regular automatic monthly purchase of Certificates for 
as long as you wish. 

You can now hold 1,000 10/- units of the new 
Certificates, and in 10 years this £500 will have grown to 
£650 free of tax. Secure for yourself this highly profitable 
gilt-edged investment by calling on your Bank Manager 
to-day. 


SAVE—Tie Bank Way 


Issued by the National Savings Committee. 
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P bi 


To-day... another meteor 
flashes through the sky 


Five thousand years ago heaven-sent meteorites 
brought man his first knowledge of nickel-bearing 
ore. Mysterious and recalcitrant, it was for cen- 
turies impossible to separate from other metallic 
constituents. 

To-day, the spirit of enquiry and the impetus of 
the research work which has always characterized 
the Mond organization has introduced nickel into 
our everyday lives. Cars, machine tools, radio, 
the cinema — all depend on nickel, and in the 
manufacture of food and clothing nickel plays its 
part behind the scenes. 

New nickel alloys with extraordinarily high prop- 
erties have been evolved quietly during the war 
years. One such withstands the terrific stresses and 
high temperatures associated with the gas turbine. 
Thus, after fifty centuries, another meteor flashes 
across the heavens, this time bearing nickel the 
servant, tamed and controlled by research for the 
benefit of mankind. 


THE MOND NICKEL COMPANY, LTD. 


GROSVENOR HOUSE, PARK LANE, LONDON, W.I 


© THE SPIRIT OF ENQUIRY 


Ape epg one 
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COMPANY MEETINGS 
a emma 


THE CUNARD STEAM-SHIP COMPANY, 
LIMITED 


STATEMENT OF THE CHATRMAN 
ACQUISITION OF CUNARD WHITE STAR SHARES 


GROUP CONSOLIDATED ACCOUNTS, FOR FIRST TIME 


Mr F. A. Bates, chairman of the com- 
pany, in a statement issued to stockholders 
for submission at the seventy-first annual 
general meeting to be held on the 28th 
instant, sayS:— 

The report and accounts submitted to you 
on this occasion are, I think, of unusual 
interest to the stockholders and indeed note- 
worthy in the Cunard Company’s long his- 
tory. For the first time, we are enabled to 
present consolidated accounts for the whole 
of the group. of companies whose capital is 
owned by. the .company in addition to. the 
customary annual accounts of the Cunard 
Company. This has only been possible by 
the remarkable spirit of co-operation which 
has inspired the directors and staffs of all our 
companies to give you accounts in this form. 


CHANGES ON THE BOARD 


The directors of the Cunard Company pre- 
senting the report are the same as last year, 
with two exceptions. Sir Thomas Brockle- 
bank, acting under medical advice, is curtail- 
ing for the present some of his business acti- 
vities and has resigned his seat on the board, 
much to the regret of his colleagu’s. In Sir 
Richard Hopkins we welcome a new director 
already well-known tous for his valuable ser- 
vices on the board of Cunard White Star. 
There will be also present with us at the 
annual meeting some of the directors of the 
associated companies responsible for our com- 
bined trading results, now for the first time 
consolidated in one set of accounts by the 
skill of our grouped accountants. 

Many of those most actively engaged in 
the direction of our affairs are men who have 
grown grey in the service of the shipping 
industry, and it is with great regret that I tell 
you that Mr Herbert Corry, who has been 
a director of the Port Line for over thirty 
years and chairman all through the war has 
decided to retire during May from the 
Cunard board of which he has been a 
director for nearly 22 years. He will then 
also be retiring from the board of Cunard 
White Star, but the Port Line will, I hope, 
prevail on him to retain his directorship of 
that line and to continue to give them the 
benefit of his long experience in that trade. 
Sir Arthur Cauty and Mr W. R. Roberts are 
also retiring in May from the board of 
Cunard White Star, I cannot speak too 
highly of their services to the Cunard White 
Star Co. from its formation until now, for 
indeed of their personalities and organising 
abilities, which have been devoted to the 


cubience in matters of policy and direction, 
knows no limit solely by the years of a man. 
The advice of the older directors is of in- 
estimable value in the work of our board 
and as. chairman I can ill afford to lose their 
contribution, 


ACQUISITION OF CUNARD WHITE STAR 
SHARES 


Before commenting in detail on the 
accounts, I will refer first to a matter which 
last summer created a good deal of public 
interest, namely, the arrangements which 
resulted in the Cunard Company acquiring 
the whole of the share capital in Cunard 
White Star, Limited, of which previously we 
had owned only 62 per cent. For 13 years 
in the North Atlantic trade there has been 
a fruitful and smooth-working partnership 
within Cunard White Star, Limited, between 
the Cunard Company and The O.S.N. 
Realisation Company, Limited, together with 
ceftain interests of H.M. Treasury and the 
Government of Northern Ireland. This 
partnership, which was cemented by the 
early and difficult years through which we 
have passed, has ended, not because the 
Cunard Company asked for a change, but 
because the Realisation Company. sought the 
fulfilment of its destiny—a right which could 
not be denied to it. When the approach to 
us was made, the circumstances pressing on 
the Realisation Company to seek retirement 
brought a grave responsibility to the Cunard 
Company to offer fair terms, so that the 
retirement might take place in concord and 
continuing friendship. The Cunard Company 
did not wish to gain an advantage at the 
expense of their partners, nor did the latter 
wish to lay an over-heavy burden on the 
shoulders of the partner that would be left 
to carry on the company in the future; 

It will be remembered that the shares in 
Cunard White Star, Limited, were held as to 
62 per cent. by the Cunard Company and 
38 per cent. by our partners—and so, after 
considering all the bearings of the matter 
the Cunard directors laid down the principle 
that we would pay for this 38 per cent. of 
the shares at a price worked out om the book 
value of the assets in the Cunard White Star 
balance sheet at December 31, 1946. Thus 
was a round price of 40s. per share decided 
as the fair figure to complete the deal. In 
addition, we paid to our retiring friends the 
dividends in respect of the 1946 operations. 
In fact, the retiring partners received full 
value for the built-up strength, as exhibited 
in the balance sheet without inflation, while 
the Cunard Company retained all that might 
be called the built-in strength which a 
prudent company requires to meet its varying 
fortunes in the future, 

The most enduring form of credit of a 
company is that quality of confidence en- 
gendered by the men who have made its 





draft at December Suk ae aS you see in 
the accounts, amounted to £4,881,300 after 
reduction. by payments from our current 
resources, and by transfer to Cunard White 
Star, Limited, of real estate assets originally 
acquired by the Cunard Company primarily 
for the housing and conduct of its business 
on both sides of the Atlantic, At the time 
of the formation of Cunard White Star, 
Limited, in 1934, these large assets, here 
and in America, would have been transferred 
to that company together with the ships, but 
for the fact that their inclusion in. the deal 
at that time would have disturbed the agreed 
percentages of capital as between the respec- 
tive parties. The continued use by Cunard 
White Star, Limited, of these premises was 
secured by tenancy agreements, but from 
many points of view it is desirable that such 
properties should be in the ownership ot 
the operating company. The Cunard Com- 
pany’s purchase of the minority shareholding 
of the operating company, provided the occa- 
sion to effect this change. 

Since the end of the year, the overdraft 
has been further reduced out of our current 
funds, to £4,581,300, at which figure it now 
stands. 


CUNARD BALANCE SHEET 


Turning to the Cunard balance sheet, you 
will observe the important and beneficial 
changes which have been brought into effect, 
firstly on the assets side by the purchase of 
the additional Cunard White Star, Limited, 
shares and secondly, on the liability side, by 
the financial co-operation of our associated 


companies in arrangements to cancel certain - 


internal indebtedness as explained later. 


On the assets side, our additional invest- 
ment in 3,800,000 Cunard White Star shares 
has increased the book value of our holdings 
in subsidiary and other companies ; and on 
the same side our real estate interests at home 
and abroad set up for the operation of the 
Atlantic business, have been transferred to 
Cunard ‘White Star, Limited, as already ex- 
plained. Independent and expert valuations 
were obtained in order to fix a sound and 
reasonable basis for the transaction. The 
difference between the book values and the 
transfer valuations has been used to. write 
down our investments in subsidiary com- 
panies which now stand at £18,581,625 in 
the balance sheet. 

On the liability side of the balance sheet 
a“ 25 joapoecn 31, 1946, there was _ aneuet 

representing loans from: Port 
Line, Limited, and Thos. and Jno. Brockle- 
bank Liepited. Tt may be. recalled that the 
Cunard pany borrowed this money in 
order to redeem the 5 per cent. mortgage 
debenture stock in 1942. These loans have 
now been cancelled for the purpose of simpli- 
fying the accounts and of reducing indebted- 
ness within the group as circumstances make 
possible. As the book value of the subsidiary 
ee has always been on a conservative 
basis, the cancellation of the debts has been 
dealt with in the Cunard Company’s balance 
sheet by transfer of the amount to reserve, the 
hook value of these investments remaining 
unaltered. 


CUN/ RD PROFIT AND LOSS ACCOUNT 


In the profit and loss account the uaees 
run on similar lines to those of the 
year. The item £17,005 on the ri aed 
side is a non-recurring profit in the books 
resulting from the sale of some overseas assets 
which we a . r Oey to our 
businéss. 


Epa seater Ata 


,000 to contingency reserve. 
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STAFE SUPERANNUATION FUNDS, 


From the’ contingéncy fund has been paid 
£95,578 to the Cunard Superannuation Trust, 
Limited, being the company’s proportion. of 
payments arrived at on an actuarial basis for 
the purpose of improving the scale of pensions 
available to our staffs when they rétire on 
superannuation from our service. I may men- 
tion that Cunard White Star, Limited, for the 
same object set aside £350,000 in their 1946 
accounts, and are adding a further £150,000 
out of 1947 accounts. Where the salaried 
staffs are so scattered and diverse as those in 
our group, and with several and differing 
schemes affected; it becomes a difficult and 
intricate matter to handle all the problems 
involved,. I can say with knowledge that 
great care is being taken to make the best 
iob of it we can. 


GROUP CONSOLIDATED ACCOUNTS 


I now come to the consolidated accounts 
as at December 31, 1947. To make the pro- 
duction of these possible within three months 
after the end of the year is a remarkable 
achievement on the part of all our‘ associated 
companies. The accountants concerned are 
to be congratulated on carrying through a 
very difficult task. 


Under the Cunard Company’s articles of 
association, the annual meeting must be held 
before the end of April, so it will be apparent 
how narrow has been the margin of time. To 
provide for a tolerance of date in some future 
year when some unexpected delay might in- 
tervene to prevent completion of the accounts 
so early, the directors have recommended 
an alteration in the articles of association in 
order to allow more time. 


I regret that it is not practicable to provide 
figures for earlier years to set alongside this 
1947 consolidation. This is the first year of 
Cunard White Star, Limited, as a 100 per 
cent. subsidiary, and the usefulness of the 
consolidated figures will grow with each year 
in the future. The immediate value of the 
- consolidation to the stockholders is to de- 
monstrate the integral strength which long 
years have built up and built into the fabric 
of the associated lines. If to anyone the 
strength seems overdone, I can assure him 
that is not so... Out of strength by courage 
and enterprise the successful but costly 
refrigerated ships of the Port Line have been 
born, That is the parentage of the Port Line 
fleet now plying in the Australian and New 
Zealand trades to carry British exports out 
and Empire foodstuffs and general cargoes 
home. No different is the pedigree of the 
modern Brocklebank ships. They are the 
best that trade experience and naval archi- 
tecture can design. With developments in 
refrigerated cargo spaces and air-conditioning 
of holds, they are unsurpassed to serve the 
trades with India and Pakistan. 


SALIENT FEATURES OF CONSOLIDATED 
ACCOUNTS 


I will now refer to some of the salient 
features of the consolidated. accounts which 
are a real consolidation of all the many com- 
panies in the Cunard Group as at the same 
day, 3ist December, 1947. The work that 
this has imvolved has been immense. A 
mishap or delay to a single "plane pues 
the new form accounts from New Ze . 
Australia, India or America could have upset 
the whole programme. It was-not till the 
middle of March that I could feel reasonably 
hopeful that all the necessary figures were in 
hand at Cunard Building. I would ‘like to 
add a special word. of thanks to the guditors 
of all the companies, at home and abroad, 
Theit advice and co-operation on the prob- 
lems involved have been invaluable, 


_ BURDEN OF INCOME AND PROFITS TAX 
Commenting fitst on the profit and toss 

eros cot eed tae teas 

a 1eoat8 apnand the” operating profit of 


: 


£9,093,432.in startling, and I will refer later 
to its serious effect. After providing for 
taxation ot depreciation, me at the 
year is» £3,186,260, »a gure, but none 
too large*in relation SF ais: responsi- 


bilities for continuing stability. 


Provision for pension funds at £31 isi 3 irae \obritns * fat “we ‘nace taote 
ors very 


made up of allocations for different 


by several companies in the group. The pay- 


ment of £95,578 by the Cunard 

to which I referred earlier, is not inch 

in this figure, because it was debited to that 
company’s contingency fund. 4; 

With regard to the consolidated balance- 
sheet, the items are in form compiled from 
all the companies as though the group were 
a single company, and are largely self- 
explanatory, 


The investments, £5,905,781, are almost all 
Government stocks. The tax reserve certi- 
ficates, £2,914,000 are our preparation for 
paying the liability for taxes shown in the 
profit and loss account. 

On the left-hand side, the mortgage loans, 
£970,639, are mainly on Cunard House: in 
London and on the New York building at 
25, Broadway, The small item £2,737 
attributable to minority stockholders (with a 
counterpart item of £356 in the profit and 
loss account) represents small outside share- 
holdings in sub-subsidiary companies. They 
are insignificant figures and the fact that they 
have special lines of their own is evidence 
of our accountants’ care in presenting these 
consolidated accounts, 


UNITY OF OPERATION 


When reporting on these matters, it is well 
to remind you that though this is the first 
year of union of the figures we have for 
years enjoyed consolidation of operations. 

e Brocklebank ships operate freely with 
those of Cunard White Star on the home- 
ward Atlantic berths and the Cunard White 
Sitar cargo ships.are to be found in the ports 
of Australia and New Zealand; while Port 
Line ships are operated on the Cunard White 
Star berths in the Atlantic. The sum of 
this is that the co-operation between the 
associated companies is as excellent on the 
seas as im accounting, to the great benefit of 
all concerned. 


TAXATION AND BUILDING COSTS 


The figures in our consolidated accounts 
reflect the present financial strength of the 
company due to long continued and careful 
husbanding of our finances. But not so 
obvious is the danger inherent in the position 
when both constructional and taxation costs 
are alike swollen to their present degree. 
Ships are wasting assets and adequate pro- 
vision out of the profits for replacement is 
as essential to a continuing shipping company 
as any other expense. _ But burdensome in- 
deed is this essential provision when post-war 

tt costs are more than doubled and 
the dues to the collector of taxes are as large 
as £4,160,418 shown in the consolidated 
profit and loss account. The handling of the 
tax liability is now a major problem. It 
must be remembered that the current depre- 
Ciation allowed on our prewar ships against 
profits is less than half what is required for 
replacement at current building levels and, 
on top of this factor, the renewal monies set 
aside and invested in earlier years have lost 
a great part of their buying value expressed 
in tonnage. Reserves are good, but if the 
reserve to buy a ton of shipping will only 
buy half a ton when expended, the ‘reserve 
has lost its savour and twice as much reserve 
is 


_ When anyone assures me that the difficul- 
ties to the shipping industry arising from a 
9s. in the £ income tax, plus profits tax, plus 
figuenty of the imagindtiba, ny wisaaeien 

my is 


oto: comsider the: » Of.“ Experto 
crede.” and.to say to myself “ You have, been 


‘ye 





How long shipowners willibe able 40: make. 
progress in the face of “thesé three adverse 


factors of excessive taxation, high price of. 
aera) ees clases 


tion of taxation of profits, is a question to 
‘there can as yet be no precise answer, 


cautiously in developin 
programme, especially 


our eo 
shifting economics. 


uring a period 


SERVICE AND INVISIBLE EXPORTS 


The additional tonnage, either built or 
acquired for each service during the year, is 
giving every satisfaction in performance. 

The facts relating to the development of 
our various services, which are briefly set out 
in the report of the directors, tell their own 
tale. The year has been one of great activity 
in all the trades in which we are engaged. 
There have been many difficulties to over- 
come as the ships have been introduced 
gradually into commercial service, but the 
reputation of our companies, I am glad to 
say, stands high with both passengers and 
freight shippers in all parts of the world. 
The staffs, both ashore and afloat—seasoned 
and skilled teams as they are—have given 
every evidence of their old skill and efficiency 
in meeting and satisfying the wants of our 
patrons and developing the interests of the 
group in the face of increasing competition. 

n this connection I am sure it must afford 

the stockholders no little gratification to 
realise that the operations of the group con- 
tribute very materially to the export drive 
and in national goodwill. The hard curren- 
cies and invisible exports which our ships 
earn are of inestimable value to the country’s 
economy. 


OPERATING COSTS 


Among the problems we have to face in 
every trade are the heavy increases in ex- 
penses in all directions. Notably oil fuel 
has greatly increased in price and this factor 
alone will have considerable effect on voyage 
results during 1948. The continued delays in 
handling ships in port are another depressing 
feature with which we have to contend. To 
illustrate the consequence of these delays in 
our Indian trade the comparable picture is 
that in 1947 twenty ships made 33 round 
Indian voyages as against 60 similar voyages 
in 1938, notwithstanding that the sea speed 
of our modern ships has considerably in- 
creased. It is a serious fact that the major 
part of the delay occurs in our home U.K. 
ports. 


PROSPECTS 


Finally, you may wish me to say something 
about our prospects. A year ago I expressed 
the perplexity of the times by the question 
“and who would be a prophet?” Perhaps 
it is easier to practise foresight this April, 
because there is less fog when seas are stormy 
and there is no need to-day of payne gifts 
to enjoin a cautious outlook. It is a serious 
thing at any time to draw attention to the 
risks of one’s trade, but particularly so when 
we may shortly be offering new shares to our 
stockholders. Nevertheless, I would be un- 
easy in mind if I failed to warn you of 
growing risks and dangers ahead, most of 
which are quite outside the company’s 
control. 


During 1947 there was a “low ebb” in 
passenger accommodation in relation to the 
Sor hy nergy ee eer At 
trades there was satisfactory employment. 
These factors have produced . exceptional 
figures_in our consolidated accounts, which it 
ee eer Sean ens 1948 

aye ‘onal nih 
and its changing factors bear’ small 
resemblance to those of 1947. 
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sealised when I pe are sag i a Gene 
White Star carried close on. 1 passen- 
gers across the Atlantic on the normal com- 
mercial basis.. The cango carryings in the 
same period grossed over one million: toms. 
As new ships and. the reconditioned ones 
come into the scheduled. sailings we -shall 
obviously need more passengers and more 
cargo. Lhe universal urge to: travel, trade, 
and see the world was never greater, but it 
is patent to all that the arithmetic and restric- 
tions of the exchanges at present have the 
freedom of the seas in pawn. The menace 
to our traflic from restrictions during the 
national struggle to balance trade is a growing 
one. Nevertheless, I would not have you 
think the company is in any way daunted. 
The reverse is the case, as will be realised 
when I mention that our building. contracts 
and purchases of tonnage since the end of 
the war up to completion of the Caronia will 
have involved expenditure by our group of 
more than £144 million. All these con- 
siderations have been before the directors in 
framing our policy, including attainment of 
the 10 per cent, dividend level reached last 
year. 


AUTHORISED CAPITAL 


Having dealt with the accounts, I now 
come to the resolution to increase the author- 
ised capital of the company to £12 million 
of Ordinary stock. which. will be submitted 
to the extraordinary general meeting to follow 
this annual meeting. 

The directors’ reason for recommending the 
increase is to make provision for reduction 
of ou: bank loans which, as I have told you, 
stand today at £4,581,300, and to pave the 
way for any future expansion or development 
of the company’s business, 

I should like in this statement to indicate 
the time, amount and terms on which the 
directors may decide to make an issue, but 
we ate hardly ready to do this. Subject to 
your support, it is possible that an issue to 
the stockholders to cover the bank loans or 
part of them, may not be long delayed, but 
a good deal will depend on the outcome of 
events. Meantime, until any decision is noti- 
fied, the proposal should be regarded as with- 
out commitment of any sort beyond giving 
the directors power to act at their discretion 
in the stockholders’ interests. 


FINALLY 


In the faith of the Cunard Group we are 
a team of many thousands—with our eyes 
looking seaward for our living and our trade 
—with our hearts in the science of ships and 
in the art of their operation. We belong to 
every art and every trade and truly we need 
them all. For the work, the duty and service 
of 1947, I thank the men of the ships, their 
builders, and our friends in every town and 
village—our ships’ companies and all the men 
and women in our offices at home and in the 
U.S.A., and Canada and Europe. To the 
teams of the Port Line and Brocklebanks, 
and of the other companies associated in the 
good partnership of our joint endeavours, 
im all parts of the world, I send my thanks 
for their co-operation t the year. 
I thank, too, our agents and the public every- 
where who have given us encouragement, 
and the shippers and,consignees in every 
trade. To the passengers and all who use 
the ships, we offer our continued duty and 
unstinted service. There are so many in the 
team to whom we of the sea owe so much, 
and not least is our debt to the naval archi- 
tects and engineers, the artists and the crafts- 
men, the steelmen, carpenters and electricians, 
the finishing folk and the polishers, the fabric 
and carpet weavers—-and when you get down 
to it you realise that it is all Britain who 
have bent their efforts to the beautifying of 
out ships, and who have by shipcraft and 
shipwork added the new names to the fleets 
which are printed ‘with this report. 

Total gross tonnage of Cunard and. Asso- 
ciated Companies, 897,053. 





THE ECONOMIC CRISIS. 


SIR ALEXANDER ROGER ON A VITAL TASK 


_. The twenty-second ordinary general meet- 
ing of this company will be held, on the 12th 


instant, at Derwent House, 2, Arundel Street, 
London, W.C.2. 


The following is an extract from the 
statement by the Chairman, Sir Alexander 
Roger, K.C.Le., which has been circulated 
with the report and accounts for the year 
ended December 31, 1947: — 


_ The profit amounts to £137,705, being an 
increase of £11,360, Dividends and interest 
received amount to £200,996, an increase of 
£19,947, After providing £6,000 for profits 
tax, as against £325 last year for National 

ence Contribution, £62,000 for income- 
tax and £53,163 net for the preference and 
ordinary dividends of 7 per cent, and 8 per 
cent. respectively, £118,794 is carried forward 
as against £96,252 brought in—an increase 
of £22,542. 


VALUATION OF INVESTMENTS 


The valuaticn shows an appreciation of 
33.76 per cent. on the figure of £2,139,987. 
Quoted. investments as usual are valued at 
middle prices ar December 31, 1947, and the 
unquoted investments, amounting — to 
£738,268, mainly in the British West Indies, 
Portugal and Venezuela, are in the aggregate 
valued on what the directors consider to be 
a fair and reasonable basis. 


TELEPHONE OPERATING COMPANIES 


Portugal—The Trust became associated 
with the Anglo-Portuguese Telephone Com- 
pany in 1927 when telephone stations num- 
bered about 20,500. Today there are over 
80,000 stations, and the demand steadily 
grows, 


Venezuela—British telephone equipment 
is being despatched to Venezuela as rapidly 
as it can be manufactured, and the Trust 
and its connections are doing everything 
possible to assist the Nacional Company to 
meet demands, which show no sign of 
falling off. Stations in 1928 numbered about 
11,200, and have increased to date to over 
46,000. 


West Indies—I am pleased to be able to 
record a year of steady progress in the tele- 
hone companies in Jamaica, Trinidad and 

bados and Tobago, in which we are so 
largely interested. In Jamaica, the com- 
pany’s application for increased telephone 
rates was approved by the Telephone Rates 
Board, and these were introduced at October 
1, 1947. "As a consequence, it has been 

ssible to plan the development of the 
amaica company over the next five years, 

e Trinidad company has made excellent 
progress during 1947, and is a healthy and 
developing concern. in Barbados, the capital 
expenditure programme designed to relieve 
traffic congestion and to provide telepliones 
for those on the waiting list is proceeding as 
rapidly as possible. 

It is. the constant endeavour of your direc- 
tors to develop telecommunications in the 
West Indie; both within and between. the 
islands and also internationally. We are 
teady to imvestigate the possibility of ex- 

ing our telephone business in other parts 
of the world, either on a concessionary or 
managerial basis, in both of which we have 
large accumulated experience. 


THE CRISIS 


The Economic Survey for. 1948—the Black 
Paper—is truly a grim document. It admits 
that whatever we do in 1948 we cannot pay 


our way or avoid a further fall in our re- 
serves, 


The Prime Minister himself stated at least 
a year ago that the Government alone: could 
not achieve success. and that the job must 
be mainly one for industry itself, yer the 
ponderous growth of controls, licences, in- 
spections, directions and red tape goes on re- 
lentlessly, and there are still today men in 
the Government who used to speak gleefully 
of. the disappearance of our foreign. invest- 
ments and to sneer at the concern of experi- 
enced men about our export trade. The 
Economic Survey tells us much about our 
difficulties while being strangely silent con- 
cerning the Socialist failures and unredeemed 
extravagant promises. The continued upward 
trend in coal prices, the warnings of further 
rises in railway charges, and forecasts of rises 
in electricity prices, surely call for explana- 
tion. 


The Survey also refers to the great 
changes which have been and must continue 
to be made in the pattern of our trade. and 
in our lives, and it calls these changes 
“signs of progress.” I should think that 
more than half the country would say they 
were signs of retrogression. There is very 
little reason why many steps now recom- 
mended by the Survey should not have been 
taken a year or more ago, especially while we 
still had our sheet anchor, the Washington 
credit. The results of Government policy 
can no longer be hidden from the nation, 
and no artifice can now cover the bankruptcy 
of their planning. 


INFLATION DANGER 


It is more than ever necessary.to stop the 
inflationary rise in prices and wages which, 
while bringing no benefit to the worker con- 
sumer, greatly damages our prospects of sell~ 
ing at competitive prices in overseas. markets. 
Every control or restriction which can be 
dispensed with should be boldly abandoned 
and, at the same time, every assistance which 
the Government can give by. international 
agreements, currency pacts, tariff adjustments, 
etc,, should be made available. Such a policy 
would help to free the industrial machine 
fron: much of the clogging deadweight of un- 
productive administration which has been set 
up in a vain endeavour to make the Socialist 
schemes workable. 


The Socialists are perfectly right in advo- 
cating savings, but steps should also be taken 
to stop the Socialist campaign against the 
rentier, who largely consists and will in the 
future consist of men and women who save 
for a rainy day at eta sacrifice. 
Savings should not be by the Govern- 
ment for nationalisation experiments. 


CO-OPERATION ESSENTIAL 


This is not a time for more party politics, 
or for ideological partisan experiments, which 
divide the electorate into two camps; the 
necessity is for co-operation by men of all 
parties and all walks of life to save the 
country from an economic disaster which 
even war was not able to bring about. By 
all means let us have a plan—a plan free 
of party ideologies, but giving a clear lead 
to . industrialists, manufacturers, . directors, 
managements and workers which will enable 
them to work out themselves how they best 
may make use of their knowledge and ex~- 
perience so as to increase.and accelerate the 
flow of goods to overseas markets and eventu- 
ally to meet the nceds of the hone market so 
sadly starved of goods during the last ten 
years. 
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BRITANNIC ASSURANCE COMPANY, LIMITED 


RECORD NEW BUSINESS, PREMIUM INCOME AND FUNDS 


LARGER ALLOCATIONS TO POLICYHOLDERS 


FUNDS NOW OVER £57,000,000 


Mr J. A. Jefferson, F.I.A., presiding at the 
eighty-second ordinary general meeting, said : 

The year 1947 was the most successful 
in the company’s history from the point of 
view that new business, increase in premium 
income and increase in funds all reached 
their highest levels. The total income was 
£10,838,000—an increase ot £711,000—while 
the funds at £57,597,000 showed an increase 
of £3,846,000. The sums assured in force 
at the 1947 valuation were approximately 
£150,000,000. The total claims paid to date 
amount to £79,213,000. . 

The valuation was greatly strengthened, 
and the sum allocated to policyholders was 
the largest in the company’s history. After 
the 1940 valuation, I was proud to report 
that we had valued both life branches at 
2} per cent. interest, which was a big forward 
step. This year, we have gone further along 
the road of financial strength by valuing both 
life branches at 2 per cent. interest. 


ORDINARY BRANCH 


During 1947 over 20,000 policies were 
issued in the ordimary branch, assuring 
£8,011,000. The “premium income increased 
by £271,000 to £2,726,000, and the fund by 
£1,694,000 to £20,642,000 In all three 
respects—new business, increase in premium 
income, and increase in funds—1947 was a 
record year and the £20 million funds form 
a notable milestone. 


The net rate of interest was £3 4s. 5d. per 
cent., while the expense ratio of 13.29 per 
cent. was moderate, and only slightly above 
the prewar rate despite the much larger 
amount of new business. 


The average sum assured of new policies 
continues to increase, and last year was 
£390. The new business shows a marked 
increase in policies of £1,000 and over; in 
fact in 1947 no less than £2,800,000 of the 
new business was in this group. 


INDUSTRIAL BRANCH 


The premium income in the _ industrial 
branch amounted to £5,968,000, the increase 
over the previous year being the record one 
of £408,000. .The fund at the end of the 
year was £31,642,000, having increased by 
£2,110,000. 

The net rate of interest was £3 15s. 3d. 
per cent., while the expense ratio at 27.42 
per cent, was .27 per cent. below that for the 
previous year. We regard this as very satis- 
factory in a year when a record increase. in 
premium income was achieved. 


The Industrial Assurance and Friendly 
Societies Bill has been made necessary by the 
inclusion of a death grant in the National 
Insurance Scheme. Under the Assurance 
a Act, 1909, and the Industrial 
Assurance Act, 1923, powers were granted 
to the Industrial Assurance O. to issue 
policies to persons desirous of inspring near- 
relatives for the purpose of covering funeral 
expenses. The amount for which the policies 
might be issued had to be reasonable, and 
- now that a sum of £20 is being p-ovided 

under the National Insvtance Scheme, it is 
logical that some restriction should be placed 


on the issue of these policies. The Bill limits 
the issue of such policies to the children, 
step-children, or grandchildren of the life 
to be assured, and limits the total sum for 
which such a life may be assured by any 
one proposer to £20. The proportion of 
funeral expenses business has been gradually 
declining for many years past. Last year our 
new premiums in the industrial branch con- 
sisted of 80 per cent, endowment assurances, 
and 20 per cent. whole life assurances. None 
of the endowment assurances, and only about 
a half of the whole life assurances were 
effected for funeral expenses. This means 
that only a tenth of our total new premiums 
was in this class. Frankly, if we did not 
transact any funeral expenses business, I do 
not think it would have any adverse effect 
on the company. 


MORTGAGES 


Mortgages have increased by just over 
£1,000,000 to £4,500,000. This represents 
a net increase in our house purchase 
advances linked with life assurance pro- 
tection. We have been operating this scheme 
for forty years, and have assisted over 
20,000 people in buying their houses. by 
advances totalling over £10,000,000. 

Some people who spend their time plan- 
ning how others should live, deprecate the 
desire of a thrifty man to own his own 
house. The global figures of monies advanced 
by offices like ours and the building societies 
show conclusively that these planners do not 
represent the general view. 


BRITISH GOVERNMENT SECURITIES 


An increase of £438,000 in British 
Government securities is the next item for 
comment. I would remind you that on 
January 5 last year 3 per cent. Local Loans 
were redeemed at par, and the Government 
offered in exchange 2} per cent. Treasury 
stock. We held £700,000 of 3 per cent. 
Local Loans, and had we converted we 
should by now have suffered a capital depre- 
ciation of more than £140,000—not, I sub- 
mit, a very gilt-edged transaction, or one 
that would have helped our millions of 
working-class policyholders. I do not claim 
any credit for the fact that we were not 
“caught out” by this piece of market “ rig- 
ging,” and towards the end of the year, when 
it appeared that the 2} per cent. goal had 
definitely been abandoned, we invested some 
money in the gilt-edged market. 


NATURAL RE-ADJUSTMENT OF ORDINARY 
SHARES PRICES 


Last year I made the statement that many 
ordinary shares then appeared to stand at 
prices “unjustified by past records and 
future prospects.” The truth of that can 
now be demonstrated by these figures from 
the Actuaries’ Investment Index : — 


Ordinary Shares Price Indexes 
Feb., Feb., 
1947 1948 
Bank and Discount com- 

IES c.scsnee Ant nkrente conn sce 109.4 
Insurance companies ......... 138.5 109.3 
Commercial and  Indus- 

trial companies ............ 160.6 144.7 


What you have been seeing is just what 
Was expected, and is a natural re-adjustment 
S$ more ncrmal values from an ortifi- 
cially created peak. To select ordinary shares 





THE ECONOMIST, April 10, 1948 


“must take a fa vee he toch, 
long-term prospects—if one doesn’t one 
‘might as well “shut up shop "—and one 
“must have a prospect of a reasonable ‘yield 
in the immediate future that will carry us 
“through any period of painful adjustment in 
our national economy. Bearing all these 
factors in mind, we did, during 1947, increase 
our holding of ordinary shares by £1,602,000, 
bringing up the ratio of our assets under this 
heading to 14.6 per cent. 


Although a valuation of our securities by 
today’s lower prices still shows a considerable 
margin over book values, you will not be 
surprised, in view of what I have just said, 
that we are again increasing our investment * 
reserve funds by £275,000, bringing them up 
to £3,800,000. 


EFFECT OF NATIONALISATION OF 
INTEREST EARNINGS 


Next year our interest earnings will be 
affected by the conversion of our holdings of 
railway, electricity and gas stocks into 
Government securities. The drop in revenue 
will not be quite so severe as I anticipated 
last year, when 24 per cent. appeared to be 
the rate the Government were aiming to give 
us, but it will nevertheless be quite substan- 
tial. One man’s loss is usually another’s gain, 
but I have as yet failed to discover who has 
gained by these transactions. 


ORDINARY AND INDUSTRIAL 
BONUS ALLOCATIONS 


Out of the ordinary branch surplus we 
have allocated £342,293 to declare a bonus 
addition to all with-profit policies in force 
at December 31, 1947, of £1 per £100 sum 
assured. The allocation to policyholders a 
year ago was £287,831. 

Out of the industrial branch surplus we 
have allocated £400,000 to policyholders, and 
the present bonus scheme is continued for a 
further year. This year’s allocation of 
£400,000 compares with £330,000 a year ago. 


We continue to increase our business in 
the fire and accident branch, and the premium 
income of £435,000 was £47,000 greater than 
that of a year ago. There was a profit of 
£1 a for the year, compared with £9,160 
in . 


NATIONAL AMALGAMATED APPROVED 
SOCIETY 


1947 was the last full year of operation 
of the National Amalgamated Approved 
Society, with which we have been associated 
for National Health Insurance since 1912. 
The work of the Society is to be absorbed 
gradually by the Ministry of National In- 
surance, and so we shall no longer be assist- 
ing to provide a home service to the 3,542,000 
members of the National Amalgamated 
Approved Society. 


As the existence of the National Amalga- 
mated Approved Society draws to a close, we 
view with pride the grand work the Society 
has performed for the benefit of the insured 
person. Tribute has already been paid to the 
quality of this work by successive Ministers 
of Health and National Insurance, and we 
shall maintain that quality in the best tradi- 
tions of the Society until the end. It is with 
much regret, coupled with serious doubts as 
to the wisdom of the change, that we face 
the termination of our 36 years’ association 
with this great scheme of social insurance. 


STAFF PENSION FUND 


We have again transferred the sum. of 
£175,000 to the staff pension fund. 
transfers year by year express to the 
in a very practical way, our appreciation 
the excellence of their work and of the 
in which it is invariably carried out. 
results which we have been able to 
before you would not have been possible, but 
for the continuance of that happy relation- 
ship between the board and all sections of 


5 


the staff which is a tradition of this company. 
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THE ‘PRUDENTIAL’ ASSURANCE ‘COMPANY, 
LIMITED 
SUCCESSFUL RESULTS 
RECORD NEW BUSINESS 
SIR GEORGE BARSTOW’S REVIEW 


The ninety-ninth annual general meeting 
of this company was held, on the Ist instant, 
at 142, Holborn Bars, London, E.C.1.. Sir 
George Lewis Barstow, K.C.B., chairman of 
the company, presiding. 

The Chairman, in the course of his 
remarks, said :— 


RETIREMENT OF A DEPUTY CHAIRMAN 


I have first of all an announcement to 
make which I am sure you will all hear with 
great regret. Since the report was issued 
to shareholders, Mr Guy Harben, O.BE., 
has found it mecessary, in view of his con- 
tinued ill-health, to resign his seat on the 
board. 

Mr Harben has been a director since 1918 
and a deputy chairman since 1936. He and 
his family have served the Prudential with 
great distinction since its foundation. He 
will be greatly missed here, where his many 
fine qualities have endeared him to all. We 
hope that he will be restored to better health 
during his retirement. 

In the ordinary branch the number of 
policies issued during the year, including 
overseas and group life business but not 
group pension business, was 169,000, com- 
pared with 145,000 in 1946, assuring sums of 
£99,700,000 compared with £73,200,000. Of 
the total new sums assured in 1947 the home 
business produced £77,500,000 compared 
with £53,200,000 in 1946, and the overseas 
business produced £22,200,000 compared 
with £20,000,000. The average sum assured 
per policy for the home business further 
increased from £446 to £512. 

In the industrial branch the number of 
policies issued during the year was 2,166,000 
“compared with. 2,231,000 in 1946, assuring 
sums of £103,500,000 compared with 
£101,900,000. The average sum assured per 
policy further increased from £45 to £47. 


LIFE ASSURANCE AND THE NATION’S 
PROBLEMS 


Last year I commented in my speech on 
the fact that some of the excess of purchasing 
power over the amount of goods available 
was finding a healthy and non-inflationary 
outlet in life assurance. This factor continues 
to operate and I have no doubt accounts, at 
at in part, for the record new business in 

The country is engaged in a stern economic 
struggle. Apart from the external difficulty 
of earning dollars, there are two primary 
internal problems: the physical problem of 
increasing production to satisfy the desire for 
consumption: and the financial problem of 
absorbing the excess of monetary purchasing 

wer over the value of goods available. 

e life assurance may have little pers to 
play in the first of these two, it an 
important part to play in the second. _ 
_ The significance of life assurance business 
in counteracting any inflationary trend is 
Perhaps not immediately ent. It is true 
that the premium income from a single year’s 
new business may not be large when 
measured as a proportion of the national 
income, but it rae not be forgotten that 
life assurance represents long-term. saving. 

cumulative result of successive years of 
new business soon becomes substantial and 
has an appreciable stabilising effect on the 
national economy. gst 


INVESTMENTS 


- expressed the opinion last year that the 
cheap money policy had been carried to 


excess, and it now seems that the Govern- 
ment have been forced by events to take a 
similar view. The fall in prices consequent 
upon the change in interest rates has of 
course reduced the substantial margin by 
which the market value of our investments 
exceeded their ledger value at the end of 
1946. It is, however, more important to the 
Prosperity of an expanding life. assurance 
company that its new money should be in- 
vested at a reasonable rate of interest than 
that. there should be substantial appreciation 
On its existing investments. 

The movement to a 3 per cent, long term 
basis was confirmed at the beginning of the 
present year when the Government issued 
the 3 per cent. British Transport Stock to 
holders of Home Railway securities. Such a 
rate of interest was not foreseen a year ago 
and, in consequence, the income from our 
holdings of these securities will not suffer 
as great a decrease as I then _ indicated, 
Nevertheless, the total reduction in our 
interest income as a result of the full imple- 
meniation of the Government’s nationalisa- 
uuon programme will be considerable. 

During 1947 there were greater oppor- 
tunities of obtaining investments on reason- 
able terms outside the gilt-edged class and 
as a result our purchases. of British Govern- 
ment securities have not been so great as in 
recent years. These securities now stand in 
our balance sheet at £244 million, only 
£1,670,000 more than a year ago, and the 
percentage to total assets has declined from 
51.5 per cent. to 48.7 per cent. On the other 
hand, our holdings of the nationalised rail- 
Way and electricity stocks, amounting to 
some. £25,000,000, still appear under their 
old headings in the balance sheet now before 
you, as they. did not become vested in the 
Government during 1947. This nationalisa- 
tion involves a compulsory transfer of invest- 
ments of that amount into British Govern- 
ment securities. 


EFFECTS OF NATIONAL INSURANCE 
LEGISLATION 


Consequent upon the new scheme of 
National Insurance, several changes affectin 
our business are imminent. The Prudenti 
Approved Societies, which since 1912 have 
administered National Health Insurance, will 
come to an end during this year, when their 
functions will be taken over by The Ministry 
of National Insurance. Although we hope 
that our members will continue to receive 
satisfactory service, I am confident that the 
Ministry will find it difficult to improve upon 
the standard we have always maintained. 

The anticipated legislation affecting indus- 
trial assurance, consequent upon the in- 
corporation of a death grant in National 
Insurance, has now been introduced. Under 
the Bill now before Parliament the powers to 
issue funeral expense assurances will be with- 
drawn, but the right is substituted to insure 
the lives of parents and grandparents to the 
extent of £20. The existing legislation 
regarding children’s assurances is also being 
amended. Certain other provisions of the 
Bill will involve alterations in our administfa- 
tive procedure, and their effects are being 

y examined. 


ORDINARY BRANCH 


In the ordinary branch the premiums were 
over £25,000,000, an increase of £4,200,000. 
The total sums assured im force, includin 
bonuses, exceeded £484,000.000 ; the actuaria 
liabilities exceeded £173,000,000. The 
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£8,200,000. 

The expenses. were 15.83 per cent. of the 
pererene as compared with 17.0] per cenit. 
or the preceding year. 

The surplus in the ordinary branch, includ- 
ing £482,687 brought forward from the pre- 
vious year, is £3,587,517. ‘The allocation of 
this amount is set out in the directors’ report. 
The directors have declared a reversionary 
bonus of £1 per £100 sum assured on par- 
oe policies in force on December 31, 


OVERSEAS LIFE BUSINESS 


Included in the ordinary branch figures to 
which I have just referred are sums assured 
and bonuses in force of £123,000,000 in 
respect of overseas life business, that is to 
say, about one-quarter of our total ordinary 
branch business. Progress in the territories 
overseas in which we operate continues, in 
general, to be highly satisfactory. 


INDUSTRIAL BRANCH 


In the industrial branch the premiums 
were £35,600,000, an increase of £3,600,000. 
The total sums assured in force, including 
bonuses, exceeded £862,000,000 ; the aciu- 
arial liabilities exceeded £292,000,000, The 
death claims amounted to £9,600,000 and 
claims by maturity of endowment were 
£7,800,000. 

The expenses were 24.84 per cent. of the 
premiums, as compared with 25.59 per cent. 
for the préceding year. 

The surplus in the industrial branch, in- 
cluding £1,029,611 brought forward from the 
previous year, is £6,998,376. The allocation 
of this sum is set out in the directors’ report. 

The directors have declared a reversionary 
bonus at the rate of l6s.. per £100 sum 
assured on participating policies issued #y 
the Prudential which were premium-paying 
policies on December 31, 1947. This bonus 
is subject to completion of payment of one 
year’s premiums, 


GENERAL BRANCH 


The. exceptional growth in business to 
which I have referred in the life branches 
has been paralleled by a record increase in 
the. general branch premium income from 
£4,448,000 to £5,487,000. The 1947 figure 
was more than double the 1938 figure of 
£2,692,000, 

The surplus for the year before the inclu- 
sion of the sum brought forward is £177,000, 
compared with £217,000 for the year 1946. 

The underwriting results in the separate 
accounts showed considerable variations from 
the previous year. 

The fire account, which comprises nearly 
half of our general branch business, suffered 
abnormal losses in 1947. Included in these 
losses were heavy claims under insurances 
against flood risks included in certain fire 


policies, 

The sickness and accident account and the 
marine account continue to. show favourable 
results. The employers’ liability account 
produced a small profit compared with a 
loss for the previous year. The profit in the 
miscellaneous account was considerably 
higher than in any of the three preceding 
years, but the motor account against dis- 
closed a substantial loss. 

The total underwriting profit for 1947 is 
£206,000, compared with £223,000 for 1946. 

turning now to the other items in the 
profit and loss account, it will be seen that 
interest has increased, that items of arrears 
of interest and accrued interest appearing in 
1946 Seen a oriaee that 
profits tax has increase at income tax 
has decanted ‘The decréase in income tax 
is due partly to the very heavy increase in 
profits tax, which falls to be treated as an 
expense for income tax . toa 
non-recurrent tax relief of £25,000 a ; 
to reduced profits. The final result, after 
excluding non-recurrent’ itéms, ig a decrease 
of about £15,000 in the true net profit. 
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in the rate of profits tax alone at the current 
level of the company’s general b: \ 
ness is to increase our liability. to _United 
Kingdom taxation by some £30,000 a year. 

In considering the disposal of surplus it has 
to be borne in mind that rapid expansion of 
business necessarily has the effect of extend- 
ing the ground to be covered by existing 
additional reserves. In such circumstances 
it is more than usually desirable to maintain 
a substantial transfer to. reserve. 

Your directors have naturally given careful 
attention to the position and have come to 
the conclusion that, in view of the increased 
lability to profits tax and in the absence of 
clear indications. of a marked and immediate 
improvement in the underwriting results, it 
would not be prudent to attempt to maintain 
the rate of dividend at the expense of alloca- 
tions tO. reserves, 

For these reasons the reserves have been 
increased by again transferring £100,000 
from the surplus to the additional reserve 
fund, the net rate of dividend on the B 
shares has been reduced from ls. 9d. per 
share to ls, 6d. and the carry forward has 
been reduced from £185,000 to £162,000. 


CENTENARY 


Most of you are, no doubt, aware that the 
year 1948 marks our centenary, the company 
having been founded on May 30, 1848. Our 
plans for celebrating this event have been 
deferred on account of the present national 
difficulties, but I am glad to tell you that a 
history of the company has been prepared 
and, although the number of copies is limited, 
sufficient will be available to make known to 
the public the story of Prudential progress 
from its beginning to the present day. 

The founders of the Prudential were not 
deterred by revolution abroad and the threat 
of revolution at home, and the skill and 
courage with which they faced their problems 
are proved by the ultimate success of their 
enterprise. 

In 1854, six years after its inauguration, 
the company first began to transact indus- 
trial life assurance. It is a fact not generally 
known that our entry into this field was at 
the request of a delegation of working people. 
There was at that time no organised system 
of life assurance designed specifically for the 
working classes generally, although burial 
clubs and friendly societies met the need to 
some extent. 

It is somewhat of a shock to realise that 
in 1856 the directors were faced with the 
question whether or not the company should 
continue ; but the time brings forth the man 
and in Henry Harben (later Sir Henry Har- 
ben) the Prudential found the man they 
wanted. In the space of a few years, his 
organising ability and drive had placed the 
industrial branch on a sound footing, and 
from that point the company has never looked 
back. Upon the strong foundations then 
laid the company stands. 

From the outset the company’s principle 
was. first and foremost, service to the policy- 
holders. This principle has been adhered 
to firmly ‘throughout. 


As prosperity grew so the benefits to 
policyholders were extended. In 1878 free 
policies were first granted to industrial branch 
policyholders and in 1908 bonuses were first 
alloceted to them. In 1923 a reversionary 
bonus. system, comparable with the bonus 
system of the ordinary branch, was intro- 
duced in the industrial branch, 

In many directions we have been pioneers 
and. we can fairly claim that. industrial 
assurance legislation has often embodied what 
had long been Prudential. practice. 

Today the company is the largest insurance 
institution. in the. British Commonwealth, 
with. assets of over £500,000,000 and a total 
income of over £84,000,000. 

We enter upon our second: century at-a 
sombre epoch in world history, but with that 
same spirit of determination to do the best 
tnat is in us which has never been found 
wanting in the Prudential, 


THE ECONOMIST, April, 10, 1948. 
JAS. WILLIAMSON. AND) SON, (LIMITED 


LARGER PRODUCTION AND TURNOVER 


PRICE REDUCTIONS FOR FLOOR COVERINGS 
LORD PEEL’S STATEMENT 


The seventeenth ordinary general meeting 
of Jas. Williamson and Son, Limited, Lan- 
caster, was held, on the 2nd instant, at 
Lune Mills, Lancaster, The Rt. Hon. the 
Earl Peel, chairman and managing director, 
presiding. . 

The secretary, Mr L. Beswick, read the 
notice convening the meeting and the report 
of the auditors. f 

The following is the chairman’s statement, 
circulated with the report and accounts for 
the year to December 24, 1947:— 

The year of our inauguration as a public 
compaoy has been one of the most anxious 
in the history of British industry ; scarcely 
had we emerged from the disastrous fuel 
crisis in the early months of the year when 
the dollar situation was revealed in its grim 
urgency. While industry’s demand for coal 
is now beginning to receive satisfaction, we 
are still a long way from achieving a balance 
in our country’s overseas payments. Only a 
large and rapid increase in production can 
secure that balance and your company can 
claim to have done its utmost in this respect, 
for the year has seen a marked advance on 
previous figures for production and turnover. 
The floor-covering and coated fabrics indus- 
tries have both expressed the belief that they 
can reach and possibly exceed the export 
targets set by Sir Stafford Cripps in Sep- 
tember, 1947, and, by the end of that year, 
your company was allocating by far the 
larger proportion of its total production to 
overseas markets. , 

Your directors are confident that you will 
appreciate the magnitude of your company’s 
efforts, reflected as they are in the accounts 
now presented to you. 

From the early days of a long history, 
Williamsons has always had a wide and active 
interest in exports and the benefits of old- 
established overseas conmections are once 
again apparent. Your company has, how- 
ever, throughout 1947 continued jts policy 
maintained during the war of dividing the 
comparatively small amount of goods avail- 
able for the home market as fairly as possible 
between its regular customers. 


SUPPLY DIFFICULTIES 


The supply position has been marked by 
the now familiar difficulties of shortages and 
rising prices. Your directors cannot empha- 
sise too strongly that future expansion in 
the manufacture of floor-coverings and coated 
fabrics depends to a high degree on the 
maintenance of supplies of linseed oil, which 
is our staple commodity. Repeated requests 
for a higher allocation were partially met in 
the last quarter of the year under review, but 
the industry has the capacity to absorb more 
than twice the amount at present permitted 
by the Government. 

The cost of nearly all our raw materials 
has risen sharply during the year. Linseed 
oil stands at its record price level of £200 
per ton, the cost of the hessian, with which 
we back our linoleum, was increased con- 
siderably at the beginning of the year and 
the price of coal rose sharply in contrast to 
the fall in its calorific. value. These are 
among the largest items in our increased 
costs, but they serve to illustrate an upward 
surge in the price trend throughout the whole 
range. In view of the high cost of materials 
contained in our stocks, your directors have 
deemed it prudent to make provision against 
a possible fall in values and this has in- 
fluenced them in’ making a substantial 
addition to general reserve. 

Nevertheless, your directors regard it as 
of the greatest significance that as a direct 
consequence of the increased turnover result- 
ing from a greater allocation of linseed. oil 


for export production, the industry as a whole 
was shortly afterwards able to announce price 
reductions in the range of floor-covering 
products. This may be regarded as a tribute 
to the efficiency of our industry and an object 
lesson in the marked benefits obtainable by 
even small increases in the supply of essential 
raw materials, 


CAPITAL EXPENDITURE PROGRAMME 

Some time ago your directors approved a 
very large programme of capital expenditur 
embracing extensive new . construction oa 
alterations both at Lune mills and the cotton 
mills. As you will observe from the balance 
sheet the commitments are large and pro- 
gressive. Some of these projects are com- 
pleted and in operation, among them a new 
railway siding leading directly from the 
despatch warehouses. Of others which are 
weil in hand, the largest and most important 
is the mew power station which, when com- 
pleted, will effect a very substantial savi 
both in costs and in the tonnages of f 
required. This work, in common with other 
capital projects, has been delayed by the 
national shortage of steel, but a high priori 
has been established for it, and it is hoe 
that the station will be in operation in 
twelve months’ time. 
_ The cost of new plant and machinery hav- 
ing risen substantially during recent years, 
your directors have recommended an addition 
to the development reserve, Your directors 
cannot yet say how the capital expenditure 
ge will be affected by the -recent 

ite Paper, but your company’s schemes 
have made good progress, and it is our earnest 
hope that permission will be given to pro- 
ceed with them and to undertake the longer 
term projects. 

INCREASE IN NUMBERS EMPLOYED 


Your company’s increased activities have 
necessitated the engagement and training of 
additional labour, and it is most satisfactory 
to record a steady increase in the numbers 
employed. Among these are. newcomers to 
Lancaster, including a: mumber from Liver- 
pool, some ex-members of the Polish Re- 
settlement Corps, and European voluntary 
workers employed in our cotton mills. Part 
of your company’s property at Halton has 
been adapted for use as a hostel for men. 
Within the limits of construction imposed, 
your directors have proceeded with their 
plans for the improvement of general work- 
ing conditions. Notable advances have been 
made during the year in the provision of new 
and canteen facilities and rest- 
tooms for workpeople and staff, 

While fully appreciating ‘the necessity for 
some controls at this most difficult time, your 
directors feel that relaxation, chiefly in the 
fields of purchasing and selling, is ‘now im- 
perative. With the best will in the wor 
official machinery cannot always function wit! 
the speed and efficiency n to meet the 
requirements of each individual industry. oF 
company, and valuable opportunities are fre- 
quently missed due to the delays made in- 
evitable by the present system. There is still 
a strong demand from markets overseas, but 
your directrs ate looking to the time when 
keen competition must everywhere be met. 
popes provided that a reasonable freedom 

action is given, your compafiy can loo 
forward to continued peers: ‘in 1948 and 
the succeeding years. ; 

The report and accounts were adopted ; 
the proposed dividends were approved ; the 
retiring directrs, Mr H. E, Sier, F.C.A., ae 
Mr F. Longworth, were re-elected, and 
auditors, Messrs Viney Price and Goodyear, 
were reappointed. .. i‘ 
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“THE BANKOF SCOTLAND" ””” 
STRONG LIQUID POSITION 
‘PROGRESS OF SCOTTISH INDUSTRIES 
LORD ELPHINSTONE’S REVIEW 


The annual general meeting of the proprie- 
tors of the Bank of. Scotland was .held 
within the head office, Edinburgh, on the 6th 
instant. 1 

The Rt. Honourable Lord Elphinstone, 
K.T., Governor of the Bank, said:— 

My Lord, ladies and gentleman, the direc- 
tors greatly regret the loss by death during 
the year of Lord Fortevior ot Dupplin, one 
of the extraordinary directors of the bank. 
Mr John Parker Watson, W.S., who has been 
a member of the board since 1931, has re- 
signed for reasons of health. The directors 
have accepted his« resignation with much 
regret, and place on record their appreciation 
of his most valuable services: ‘To fill a 
vacancy on the board the directors, by virtue 
of the powers contained in the bank’s consti- 
tution, have appointed Mr Alastair Camp- 
bell Blair, W.S., to be an ordinary director of 
the bank. 


BALANCE SHEET FIGURES 


For the first time in many years we have 
to record a fall in our deposits. The decline 
is in keeping with the general trend im: the 
first two months of the present year, and in 
our case the figure is the moderate one of 
£1,138,000. More than half of this, how- 
ever, is accounted for by a drop in outstand- 
ing drafts issued, These were formerly 
detailed separately from deposits and other 
accounts. Notes in circulation are down by 
£1,340,000, but this is not unwelcome, 


LIQUID ASSETS 


As usual our figures indicate a strong liquid 
position. Assets itt cash, bank balances, 
cheques in course of collection together with 
money at call and short notice in London 
and bills discounted (including £1,500,000 
Treasury bills), amount in the aggregate to 
£28! million, equivalent to 29 per cent. of 
our total liabilities to the public in deposits 
and notes outstanding. Adding to this our 
holding of £7,500,000 of treasury deposit 
receipts and our investments of over £53 
million—practically all Government securities 
—we get liquid resources of £89 million, 
equa! to 89 per cent. of our public liabilities. 
The market value of our investments 1S 
greater than the balance sheet figure. 

Advances to customers have increased 
during the year by £1,283,000. We are 
pleased to record this moderate expansion in 
our lending business which is spread over 
many different fields of industry. The bank’s 
extensive branch system—-embracing in its 
outer limits the Hebrides and the Orkneys— 
enables us to. k in close touch with agri- 
culture, Scotland’s basic industry, and 
widens our opportunities for providing assist- 
ance, which we readily do, to our farming 
customers. Agriculture in all its. branches 
must maintain its rightful fen in the 
national economy and it is, I think, true to 
say that in terms of ultimate benefit no other 
industry more fully justifies such encourage- 
Ment as is given to it. 


BANK’S PREMISES AND HERITABLE 
PROPERTY 
During the year several additional pro- 
perties have been acquired, while consider 


able sums have been expended on necessary, 


repairs and renovations to branch premises. 
Suitable provision has been made against the 
cost of certain improvements and recomstruc- 
tions which meantime cannot be carried out. 

bank’s peppeies ies. are conservatively 
valued at the figure at which they appear in 
the balance sheet. 


Trustce Department.—For the convenience 
of our. customers in the south a trustee 
department has been established at our 
Piccadilly, London, office. 


BANKS AND THE PUBLIC 


It can be claimed that, notwithstanding 
greatly increased expenses of administration 
and higher taxation, the facilities afforded by 
the banks represent one of the few services 
which today cost. the public no more than 
before the. war. This has,.of course, only 
been. possible because of the. increased re- 
sources placed at the disposal of the banks 
by. their customers. 

The proprietors’ funds, as you will appre- 
ciate, are substantially greater’ than the 
nominal. amount of capital. and published 
reserves. From time to time over the long 
lifetime of the bank large sums have been 
set aside to cover contingencies and deprecia- 
tiony and, to the extent. that, they: are avail- 
able, these accumulations are used in our day 
to day: business; © When» the’ distributed 
profits are related to the actual capital em- 
ployed in the business of the bank they are 
seen to be very modest indeed. 


RESULTS FOR THE YEAR 








£ 
Nett. profits show a decline of 
it en a ree 301,211 
Add the balance carried forward 
| Sy ggpreaceendalien, Miemeigirnaeeae 165,948 
UN ny sikcadengiccs socks 467,159 
This has been dealt with as follows :— 
Applied to reserve for . 
contingencies. ............ 110,000 
Transferred to trustees 
for officers’ pension 
TE og opie i 30,000 
Dividend at the rate of 12 
per cent. per annum, 
BN OE oan ik shane 158,400 298,400 
Leaving to be carried for- 
MEIN ooo cg ccbtieipcs toda eet 168,759 


THE OUTLOOK 

While our business connections and trans- 
actions are international and..world-wide in 
their scope our interests—as befitting a bank- 
which derives: its original authority from an 
Act of the old Scots Parliament—are most 
closely identified with the trade and com- 
merce of Scotland. We welcome the vigour 
and purpose with which Scottish affairs are 
being directed and the energy and patriotic 
enthusiasm with which Scotland’s needs and 
claims are being presented in high places. 

The informative Government White Paper 
on Industry and Employment in Scotland 
dealt exhaustively with the Scottish scene 
against the background of the general 
economic disorder. Notwithstanding the 
many grievous difficulties which have to be 
contended with one cannot but feel a sense 
of pride in the extent, range and importance 
of the contribution by Scottish workers— 
from her steel works, mines and. shipyards, 
her fields and waters—to the national pool 
of manufactures and food products. 

Efforts to introduce new industries and to 
re-dispose existing industries are unfortu- 
nately greatly hampered by prevailing condi- 
tions—not the least of which is the immo- 
bility of the labour force imposed by the 
shortage of housing accommodation. 

The events seesiie’ past two nie ao 
made us increasingly conscious not onl 
the war-damage done to the National 
Economy but also of the complexities of 
world economic and political developments. 
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ments and set- 
INTENSIFIED AUSTERITY ; 

_ At home the intensified austerity and taxa- 
tion of these days have taken much of. the 
joy out of the life of our people and replaced 
it with feelings of weariness and frustration, 
while progress towards recovery continues to 
be hampered by excessive controls. Mistaken 
beliefs have misled many into. thinking that 
proved economic laws can be flouted. Even 
repeated crises have not fully aroused them 
to the realisation that we cannot indefinitely 
gO On COmsuming more than we produce. Noe 
small share of the blame for tnis lies. with 
people in positions of authority whose care- 
less and ill-considered statements indicate an 
absence of a proper sense. of. responsibility. 
The gtavity of the position»is set forth in 
the Government Economic Survey. for. 1948, 
and .it is. earnestly to be hoped that. this 
realistic attempt to drive home the hard, 
urgent, and unpalatable. facts. in quarters 
where orthodox economics are not normally 
studied will at last be effective. and fruitful 
of result, 

The ugly spectre of inflation must be laid. 
This is the concern of us all—in Govern- 
ment, in industry and in our personal private 
lives. The aim of the Government should be 
to cfeate a genuine Budget surplus. This 
country can no longer indulge in. wasteful 
expenditure, and a ruthless pruning of 
governmental. spending should have the 
highest priority. Swollen departmental 
staffs could be drastically reduced—with the 
two-fold advantage of releasing manpower for 
productive industry and easing taxation. 

NEED FOR HARD WORK 

Regarding wade and industry the shrinking 
sellers’ market emphasises the need for shard 
work in all grades of employment and the 
maintenance of the traditional high standard 
of workmanship upon which our reputation 
was built.. It should be generally realised 
that in the long run. it is the price a buyer 
48 prepared to pay that regulates wages and 
hours of work. At present we cannot afford 
the luxury of a five-day week; and a return 
to longer hours of work, for the time being 
at any rate, would react to the advantage 
of all, 

It appears to me that a fundamental need 
—if this country is to recover its former 
prosperity—is a restoration of that high moral 
standard. which used to actuate the majority 
of our people. At this critical juncture 
inspired leadership and high statesmanship 
could do much to recreate these old qualities 
and virtues which we seem temporarily to 
have lost.” It-would indeed be lamentable if, 
in response to the generosity of the United 
States, we failed to display the energy and 
resource ‘necessary to rectify our position. 
American aid if it comes must be regarded 
as a stimulus to greater effort and used pru- 
dently and wisely to see us through to the 
time when we may stand once more on our 
own feet. 

Savings.—If our country’s financial struc- 
ture is to be restored it is also essential that 
new capital requirements should be covered 
by current savings and I would stress the 
importance of these being encouraged and 
maintained at the highest possible level. 

management and staff have continued 
to give loyal service to the bank and I would 
take this opportunity to express a word of 
sincere appreciation and thanks to them. 

The, Bank’s History.—Within a few weeks 
we hope to have available for. private circula- 
tion-a history of the bank which has been 
written by Dr Charles Malcolm. For vari- 
ous. reasons. outwith our control production 
of this book has been delayed. 

The report and balance sheet were adopted 
and a dividend for the past half-year of 
6 per cent. actual was declared payable on 
15th current, making with the di paid 
in October last, twelve per cent. for the year, 
subject to deduction of income tax, 
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im the rate of profits tax alone at the current 
level of the company’s general branch busi- 
ness is to increase our liability to United 
Kingdom taxation by some £30,000 a year. 

In considering the disposal of surplus it has 
to be borne in mind that rapid expansion of 
business necessarily has the effect of extend- 
ing the ground to be covered by existing 
additional reserves. In such circumstances 
it is more than usually desirable to maintain 
a substantial transfer to reserve. 

Your directors have naturally given careful 
attention to the position and have come to 
the conclusion that, in view of the increased 
liability to profits tax and in the absence of 
clear, indications of a marked and immediate 
improvement in the underwriting results, it 
would not be prudent to attempt to maintain 
the rate of dividend at the expense of alloca- 
tions tO. reserves. 

For these reasons the reserves have been 
increased by again transferring £100,000 
from the surplus to the additional reserve 
fund, the net rate of dividend on the B 
shares has been reduced from Is. 9d. per 
share to Is. 6d. and the carry forward has 
been reduced from £185,000 to £162,000, 


CENTENARY 


Most of you are, no doubt, aware that the 
year 1948 marks our centenary, the company 
having been founded on May 30, 1848. Our 
plans for celebrating this event have been 
deferred on account of the present national 
difficulties, but I am glad to tell you that a 
history of the company has been prepared 
and, although the number of copies is limited, 
sufficient will be available to make known to 
the public the story of Prudential progress 
from its beginning to the present day. 

The founders of the Prudential were not 
deterred by revolution abroad and the threat 
of revolution at home, and the skill and 
courage with which they faced their problems 
are proved by the ultimate success of their 
enterprise. 

In 1854, six years after its inauguration, 
the company first began to transact indus- 
trial life assurance. It is a fact not generally 
known that our entry into this field was at 
the request of a delegation of working people. 
There was at that time no organised system 
of life assurance designed specifically for the 
working classes generally, although burial 
clubs and friendly societies met the need to 
some extent. 

It is somewhat of a shock to realise that 
in 1856 the directors were faced with the 
question whether or not the company should 
continue ; but the time brings forth the man 
and in Henry Harben (later Sir Henry Har- 
ben) the Prudential found the man they 
wanted. In the space of a few years, his 
organising ability and drive had placed the 
industrial branch on a sound footing, and 
from that point the company has never looked 
back. Upon the strong foundations then 
laid the company stands. 

From the outset the company’s principle 
was, first and foremost, service to the policy- 
holders. This principle has been adhered 
to firmly ‘throughout. 


As prosperity grew so the benefits to 
policyholders were extended. In 1878 free 
policies were first granted to industrial branch 
policyholders and in 1908 bonuses were first 
alloceted to them. In 1923 a reversionary 
bonus. system, comparable with the bonus 
system of the ordinary branch, was_ intro- 
duced in the industrial branch, 

In many directions we have been pioneers 
and .we can fairly. claim that. industrial 
assurance legislation has often embodied what 
had long been Prudential. practice. 

Today the company is the largest insurance 
tastitution in the. British Commonwealth, 
with assets of over £500,000,000 and a.tota! 
income of. over 84,000,000. 

We enter upon our second century at a 
sombre epoch in world history, but with that 
same spirit of determination to do the best 
that is in us which has never been found 
wanting in the Prudential. 
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JAS. WILLIAMSON AND: SON, (LIMITED 
LARGER PRODUCTION AND TURNOVER 


PRICE REDUCTIONS FOR FLOOR COVERINGS 
LORD PEEL’S STATEMENT 


The seventeenth ordinary general meeting 
of Jas, Williamson and Son, Limited, Lan- 
caster, was held, on the 2nd instant, at 
Lune Mills, Lancaster, The Rt. Hon. the 
Ear] Peel, chairman and managing director, 
presiding. . 

The secretary, Mr L. Beswick, read the 
notice convening the meeting and the report 
of the auditors. t 

The following is the chairman’s statement, 
circulated with the report and accounts for 
the year to December 24, 1947:— : 

The year of our inauguration as a public 
compaoy has been one of the most anxious 
in the history of British industry ; scarcely 
had we emerged from the disastrous fuel 
crisis in the early months of the year when 
the dollar situation was revealed in its grim 
urgency. While industry’s demand for coal 
is now beginning to receive satisfaction, we 
are still a long way from achieving a balance 
in our country’s overseas payments. Only a 
large and rapid increase in production can 
secure that balance and your company can 
claim to have done its utmost in this respect, 
for the year has seen a marked advance on 
previous figures for production and turnover. 
The floor-covering and coated fabrics indus- 
tries have both expressed the belief that they 
can reach and possibly exceed the export 
targets set by Sir Stafford Cripps in Sep- 
tember, 1947, and, by the end of that year, 
your company was allocating by far the 
larger proportion of its total production to 
overseas markets. 

Your directors are confident that you will 
appreciate the magnitude of your company’s 
efforts, reflected as they are in the accounts 
now presented to you. 

From the early days of a long history, 
Williamsons has always had a wide and active 
interest in exports and the benefits of old- 
established overseas conmections are once 
again apparent. Your company has, how- 
ever, throughout 1947 continued its policy 
maintained during the war of dividing the 
comparatively small amount of goods avail- 
able for the home market as fairly as possible 
between its regular customers. 


SUPPLY DIFFICULTIES 


The supply position has been marked by 
the now familiar difficulties of shortages and 
rising prices. Your directors cannot empha- 
sise too strongly that future expansion in 
the manufacture of floor-coverings and coated 
fabrics depends to a high degree on the 
maintenance of supplies of linseed oil, which 
is our staple commodity. Repeated requests 
for a higher allocation were partially met in 
the last quarter of the year under review, but 
the industry has the capacity to absorb more 
than twice the amount at present permitted 
by_the Government, 

The cost of nearly all our raw materials 
has risen sharply during the year. Linseed 
oil stands at its record price level of £200 
per ton, the cost of the hessian, with which 
we back our linoleum, was increased con- 
siderably at the beginning of the year and 
the price of coal rose sharply in contrast to 
the fall in its calorific. value. These are 
among the largest items in our increased 
costs, but they serve to illustrate an upward 
surge in the price trend throughout the whole 
range. Jn view of the high cost of materials 
contained in our stocks, your directors have 
deemed it prudent to make provision against 
a possible fall in values and this has in- 
fluenced them in making a substantial 
addition to general reserve. 

Nevertheless, your directors regard it as 
of the greatest significance that as a direct 
consequence of the increased turnover result- 
ing from a greater allocation of linseed oil 


for export production, the industry as a whole 
was shortly afterwards able to announce price 
reductions in the range of floor-covering 
products. This may be regarded as a tribute 
to the efficiency of our industry and an object 
lesson in the marked benefits obtainable 
even small increases in the supply of essenti 
raw materials, 


CAPITAL EXPENDITURE PROGRAMME 

Some time ago your directors approved a 
very large programme of capital expenditur 
embracing extensive new . construction 
alterations both at Lune mills and the cottog 
mills. As you will observe from the balance 
sheet the commitments are large and pro- 
gressive. Some of these projects are com- 
pleted and in operation, among them a new 
railway siding leading directly from the 
despatch warehouses. Of others which are 
well in hand, the largest and most important 
is the new power station which, when com- 
pleted, will effect a very substantial savi 
both in costs and in the tonnages of f 
required. This work, in common with other 
capital projects, has been delayed by the 
national shortage of steel, but a high priori 
has been established for it, and it is hone 
that the station will be in operation in 
twelve months’ time. 
_ The cost of new plant and machinery hav- 
ing risen substantially during recent years, 
your directors have recommended an addition 
to the development reserve, Your directors 
cannot yet say how the capital. expenditure 
a agg will be affected by the -recent 

te Paper, but your company’s schemes 

have made good progress, and it is our earnest 
hope that permission will be given to pro- 
ceed with them and to undertake the longer 
term. projects. 


INCREASE IN NUMBERS EMPLOYED : 


Your company’s increased activities have 
necessitated the engagement and training of 
additional labour, and ijt is most satisfactory 
to record a steady increase in the numbers 
employed. Among these are newcomers to 
Lancaster, including a number from Liver- 
pool, some ex-members of the Polish Re- 
settlement Corps, and European voluntary 
workers employed in our cotton mills. Part 
of your company’s property at Halton has 
been adapted for use as a hostel for men. 
Within the limits of construction imposed, 
your directors have proceeded with their 
plans for the improvement of general work- 
ing conditions. Notable advances have been 
made during the year in the provision of new 
and canteen’ facilities. and rest- 
rooms for workpeople and staff. 

While fully appreciating the necessity for 
some controls at this most difficult time, your 
directors feel that relaxation, chiefly in the 
fields of purchasing and selling, is now im- 
perative. With the best will in the w 
official machinery cannot always function wit! 
the speed and efficiency nested to meet the 
requirements of each individual industry oF 
company, and valuable opportunities are fre- 
quently missed due to the delays made in- 
evitable by the present system. There is still 
a strong demand from markets overséas, 
your directrs ate looking to the time when 
keen competition must everywhere be met. 
Always provided that a reasonable freedom 
of action is given, your compafiy can look 
forward to continued progress in 1948 and 
the succeeding years. ' iv 

The report and accounts were adopted; 
the proposed dividends were appro ’ 
retiring directrs, Mr H. E. Sier, F.C.A., “ 
Mr F. Longwo were re-elected, and 
auditors, Messrs Viney Price and Goodyear, 
were reappointed... - em 
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STRONG LIQUID POSITION — 
~ PROGRESS OF SCOTTISH INDUSTRIES 
LORD ELPHINSTONE’S REVIEW 


The annual general meeting of the proprie- 
tors ‘of the Bank. of Scotland was held 
within the head office, Edinburgh, on the 6th 


instant. 
The Rt. Honourable Lord Elphinstone, 
K.T., Governor of the Bank, said >— 

My Lord, ladies and gentleman, the direc- 
tors greatly regret the loss by death during 
the year of Lord Fortevior ot Dupplin, one 
of the extraordinary directors of the bank. 
Mr John Parker Watson, W.S., who has been 
a member of the board since 1931, has re- 
signed for reasons of health. ‘The directors 
have accepted his” resignation with much 
regret, and place on record their appreciation 
of his most valuable: services: To fill a 
vacancy on the board the directors, by virtue 
of the powers contained in the bank’s consti- 
tution, have appointed Mr Alastair Camp- 
bell Blair, W.S., to be an ordinary director of 
the bank. 


BALANCE SHEET FIGURES 


For the first time in many years we have 
to record a fall in our deposits. The decline 
is in keeping with the general trend in: the 
first two months of the. present year, and in 
our case the figure is the moderate one of 
£1,138,000. More than half of this, how- 
ever, is accounted for by a drop in outstand- 
ing drafts issued, These were formerly 
detailed separately from deposits and other 
accounts. Notes in circulation are down by 
£1,340,000, but this is not unwelcome, 


LIQUID ASSETS 


As usual our figures indicate a strong liquid 
position. Assets’ in cash, balances, 
cheques in course of collection together with 
money at call and short notice in London 
and bills discounted (including £1,500,000 
Treasury bills), amount in the aggregate to 
£28! million, equivalent to 29 per cent. of 
our total liabilities to the public in deposits 
and notes outstanding. Adding to this our 
holding of £7,500,000 of treasury deposit 
receipts and our investments of over £53 
million—practically all Government securities 
—we get liquid resources of £89 million, 
equa! to 89 per cent. of our public liabilities. 
The market value of our investments 48 
greater than the balance sheet figure. 

Advances to customers have increased 
during the year by ‘£1,283,000. We are 
pleased to record this moderate expansion in 
our lending business which is spread over 
many different fields of industry. The bank's 
extensive branch system—embracing in its 
outer limits the Hebrides and the Orkneys— 
enables us to. ki in close touch with agri- 
culture, Scotland’s basic industry, a 
widens our opportunities for providing assist- 
ance, which we readily do, to our farming 
customers. Agriculture. in all its branches 
must maintain its rightful rity in the 
national economy and it is, i think, true to 
say that in term$ of ultimate benefit no other 
industry more fully justifies such encourage- 
Ment as is given to it. 


BANK’S PREMISES AND HERITABLE 
PROPERTY 
During the year several additional pro- 
perties have been acquired, while consider- 


able sums have been expended on necessary, 


repairs and renovations to branch premises. 
Suitable provision has been made against the 
cost of certain improvements and reconstruc- 
tons which meantime cannot be carried out. 

bank’s perties are iservative 
valued ar tne deter ot which they appear in 
the balance sheet. 


Trustee Depariment.—For the convenience 
of our. customers in the south a trustee 
department has been established at our 
Piccadilly, London, office. 


BANKS AND THE PUBLIC 


It can be. claimed that, notwithstanding 
greatly increased expenses of administration 
and higher taxation, the facilities afforded by 
the banks represent one of the few services 
which today cost the public. no more than 
before the war. This has,.of course, only 
been. possible. because ofthe. increased re- 
sources placed at the disposal of the banks 
by. their. customers. 

The. proprietors’ funds, as you will appre- 
ciate, are. substantially greater than. the 
nominal amount of capital and published 
reserves. From time to time over the long 
lifetime of the bank large sums have been 
set aside to cover contingencies and deprecia- 
tiony and, to the extent. that they. are avail- 
able, these accumulations are used in our day 
to day, business: « When the’ distributed 
profits are related to the actual capital em- 
ployed in the business of the bank they are 
seen to be very modest indeed. 


RESULTS FOR THE YEAR 


Nett. profits show a decline of 





Pee eee errr armas 301,211 
Add the balance carried forward 

SON TNE, os cs cs aaeteanon 165,948 

Te eo cies aes vcs 467,159 


This has been dealt with as follows: — 





Applied to reserve for £ 

CONINZENCies, ............ 10,000 
Transferred to trustees 

for officers’ pension 

NE cs halnetccye”’s 
Dividend at the rate of i2 

per cent. per annum, 

Oc cian nents 158,400 298,400 

Leaving to be carried for- 
NE ace cna cden Siasisay cqmavid beset 168,759 


THE OUTLOOK 

While our business connections and trans- 
actions are international and world-wide in 
their scope our interests—as befitting a bank- 
which derives its original authority from an 
Act of the old Scots Parliament—are most 
closely identified with the trade and com- 
merce of Scotland. We welcome the vigour 
and purpose with which Scottish affairs are 
being directed and the energy and patriotic 
enthusiasm with which Scotland’s needs and 
claims are being presented in high places. 

The informative Government White Paper 
on Industry and Employment in Scotland 
dealt exhaustively with the Scottish scene 
against the background of the_ general 
economic disorder. Notwithstanding the 
many grievous difficulties which have to be 
contended with one cannot but feel a sense 
of pride in the extent, range and importance 
of the contribution by Scottish workers— 
from her steel works, mines and shipyards, 
her fields and waters—to the national pool 
of manufactures and food products. 

Efforts to introduce new industries and to 
re-dispose existing industries are unfortu- 
nately greatly hampered by prevailing condi- 
tions—not the least of which is the immo- 
bility of the labour force imposed by the 
shortage of housing accommodation. 

The events of the past two years have 
made us increasingly conscious not only of 
the war-damage done to the National 


Economy but also of the complexities of 


world economic and political developments. 
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INTENSIFIED AUSTERITY 

_ At home the intensified austerity and taxa- 
tion of these days have taken much of the 
joy out of the life of our people and replaced 
it with feelings of weariness and frustration, 
while progress towards recovery continues to 
be hampered by excessive controls. Mistaken 
beliefs have misled many into thinking that 
proved economic laws can be flouted. Even 
repeated crises have not fully aroused them 
to the realisation that we cannot indefinitely 
go of Consuming more than we produce. Neo 
small share of the blame for tis lies. with 
people in positions of authority whose care- 
less and ill-considered statements indicate an 
absence of a proper sense_ of responsibility. 
The gravity of the position-is set forth in 
the Government Economic Survey. for. 1948, 
and. it is. earnestly to be. ho that. this 
realistic attempt to drive home the hard, 
urgent and unpalatable. facts. in . quarters 
where orthodox economics are not normally 
studied will at last be effective and fruitful 
of result. 

The ugly spectre of inflation must be laid. 

is is the concern of us all—in Govern- 
ment, in industry and in our personal private 
lives. The aim of the Government should be 
to create a genuine Budget surplus. .. This 
country can no longer indulge in wasteful 
expenditure, and a ruthless pruning of 
governmental. spending» should’ have the 
highest priority. Swollen departmental 
staffs could be drastically reduced—with the 
two-fold advantage of releasing manpower for 
productive industry and easing taxation. 

NEED FOR HARD WORK 

Regarding wade and industry the shrinking 
sellers’ market emphasises the need for hard 
work in all grades of employment and the 
maintenance of the traditional high standard 
of workmanship upon which our reputation 
was built. .It should be generally realised 
that in the long run it is the price a buyer 
is prepared to pay that regulates wages and 
hours of work. At present we cannot afford 
the luxury of a five-day week; and a return 
to longer hours of work, for the time being 
at any rate, would react to the advantage 
of all. 

It appears to me that a fundamental need 
—if this country is to recover its former 
prosperity—is a restoration of that high moral 
standard. which used to actuate the majority 
of our people. At this critical juncture 
inspired leadership and high statesmanship 
could do much to recreate these old qualities 
and virtues which we seem temporarily to 
have lost. -Ir would indeed be lameritable if, 
in response to the generosity of the United 
States, we failed to display the ¢nergy and 
resource necessary to rectify our position. 
American aid if it comes must be regarded 
as @ stimulus to greater effort and used pru- 
dently and wisely to see us through to the 
time when we may stand once more on our 
own feet. 

Savings:—If our country’s financial strac- 
ture is to be restored it is also essential that 
new Capital requirements should be. covered 
by current savings and I wowld stress the 
importance of these being encouraged and 
maintained at the highest possible level. 

The management and staff have continued 
to give loyal service to the bank and I would 
take: this opportunity to express a word of 
simcere appreciation and thanks to them. 

The. Bank’s History.—Within a few weeks 
we hope to have available for. private circula- 
tion:a hi of the bank which has been 
written by Dr Charles Malcolm. For vari- 
ous reasons. outwith our control production 
of this book has been delayed. 

The report and balance sheet were adopted, 
and a dividend for the past half-year of 
6 per cent. actual was declared payable on 
15th, current, with the divi paid 
in October last, twelve per cent. for the year, 


subject to deduction of income tax. 
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THE AAdiFAX BUILDING 
‘SOCIETY 


SATISFACTORY RESULTS 


The ninety-fifth anaual general meting of 
this society was held, on the Sth instant, in 
Halifax. 

Mr Algernon Denham, J.P. (president. of 
the society), in the course of his speesh, said: 

The balance sheet as at January 31st shows 
assets of £142,948,172, an in-tease of 
£6,051,165 compared with last yecr. : 

The distribution of assets remains satis- 
factory, 67.79 per cent. being represented by 
loans on mortgage compared with 65.9 per 
cent. a year ago; 27.36 per cent. is in 
Government securities and oa loan to local 
authorities against 30.6 per cent. last year, 
the remaining 4.85 per cent. being repre- 
sented by cash on hand, balances with our 
bankers and office premises. 

The amount due to shareholders and 
depositors has increased by £5,451,195 to 
£134,187,151. 

Reserves and carry forward after various 
allocations to which I will refer later are 
£240,170 more than a year ago. 

The profit and loss and appropriation 
accounts indicate the steadiness of our opera- 
tions during the year, gross income of 
£5,309,504 having increased by £184,117, 
but this is substantially offset by heavier 
management expenses which are up by 
£102,068. 


APPROPRIATION ACCOUNT 


Turning to the appropriation account, you 
will observe that after crediting interest to 
shareholders and the provision of £58,656 as 
bonus to monthly subscription and Class 1 
shareholders and an allocation of £50,000 
to premises depreciation there is a disposable 
balance of £1,551,669, which includes 
£1,064,423 brought in from the previous 
year. 

Out of this amount we have placed the 
surplus on realisation of investments, amount- 
ing to £147,076, direct to investments reserve. 

In addition, we have put £100,000 to 
taxation reserve, £500,000 to general reserve 
fund, which now stands at £6,500,000, leav- 
ing the sum of £804,593 to be carried for- 
ward to next year’s accounts. 

New advances for the year are {26,989,500 
on 29,711 accounts, an average of £908 as 
compared with {27,707,557 on 32,320 last 
year, an average of £857. 

The amount outstanding on mortgages at 
£96,901,037 is £6,597,094 more than a year 
ago, £3,960,207 having been charged to 
borrowers as interest. 


PROBLEM fr rps, eye. 
a YZ 45 Py Ft 
The major problem engaging our attention 
during the year has been one of i 
policy during a period of almost continuous 
increase in property prices, particularly of 
houses changing ownership with vacant 
possession. 


From a test check of our records, it appears 
that in February, 1946, the average per- 
centage increase in price over prewar sur- 
veyor’s value for houses changing hands with 
vacant possession was 62 per cent. In 
February, 1947, it had risen to 93 per cent., 
and in February this year to 127 per cent., 
an increase of 65 per cent. in the last two 
years. These figures I would repeat are 

on our average experience ind by no 
means represent peak prices, 


This increase in price obviously piaces an 
added responsibility on the shoulders of 
mortgage finance institutions, and one cannot 
overstress the importance of basing lend:ngs 
on the more or less permanent value of the 
security offered, as no reliance should be 
placed upon a continuity of prices which are 
influenced by scarcity. Since 1946 your 
board, with these thoughts prominently in 
mind, have ignored the inflationary spiral 
in the making of mortgage grants. 


WILLIAM HOLLINS AND 
COMPANY, LIMITED 


IMPROVED RESULTS 


The fortieth annual general mecting of 
William Hollins and Company, Limited, was 
held, on the 2nd instant, at Nottingham, 


Mr Douglas Hamilton, the chairman, in 
the course of his speech, said: I should like 
at the outset to draw ycur attention to an 
important development which has taken place 
in relation to British industry since 1939. 
Prior to that year, directors of public com- 
panies owed their chief responsibility to the 
shareholders who elected them. Today, the 
Government, as representative of the British 
public, demand that our obligations towards 
them are at least of equa! importance, and 
that the quality, quantity and price of our 
goods, the choice of markets and our relations 
with our operatives are all matters of public 
concern, Speaking for your board, I gladly 
welcome this change of front and I shall 
endeavour to show you how very far this 
company has already travelled in the required 
direction. I shall also venture to remind 
those in authority that these new responsi- 
bilities on industry must of necessity involve 
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EXPORT DRIVE 


The export drive, especially to hard cur. 
rency markets, is a Government “ directive,” 
the urgency of which has been so fully ex. 
plained by Board of Trade spokesmen that ] 
need not repeat their forceful arguments, 
Your board has accepted the challenge and 
our contribution has not only reached but 
exceeded the target set for your company, 
Moreover, with a view to consolidation and 
further expansion of our exports, our two 
managing directors, the key men of the busi. 
ness, have made journeys to two most im- 
portant markets. x 

The improved trading results in 1947 are 
due both to more efficient production and ‘9 
increased turnover, and are in no way attri 
butable to increased profit margins. We have 
evidence from every quarter of the world that 
buyers of “ Viyella,” “Dayella” and our 
other materials fuily appreciate that in spite 
of inevitable increases since 1939 our selling 
prices compare most favourably with those 
of any other textile manufacturer. The 
greater yardage turned out by our factories 
is attributable to a slow but appreciable in- 
crease in the numbers employed. Wages 
have advanced, absenteeism is less frequent, 
working conditions have been and are still 
being improved, and we have every reason to 
be proud of our + orkpeople. 


HOW GOVERNMENT CAN HELP 


Having thus played our part in the re 
building of our section of industry, may | 
now refer to two directions from which we 
may reasonably look for action on the par 
of the Government ? The first is that «uch 
more drastic steps than hitherto should be 
taken to arrest the slow, insidious inflation 
which is making the whole basis of trading 
so insecure. 

The second point I would stress is the 
need for far greater economy in Government 
expenditure. The maintenance of wartime 
controls and the swollen ranks of the Civil 
Services are a burden on industrial costs, 
difficult encugh te bear in a sellers’ market, 
but which will become intolerable when our 
former trade competitors once again enter the 
field. War must necessarily involve a vast 
increase in numbers and an_ unavoidable 
deterioration in the quality of cur Civil Ser- 
vants, and the sooner the cut is made the 
better, both for the Services gnd for te 
country. 


The report was adopted and the proposed 
dividend of 10 per cent., less tax, was 
approved. 





NOTICES 


BELFAST, THE QUEEN’S UNIVERSITY 


LECTURESHIP IN ECONOMICS 


THE QUEEN'S COLLEGE, OXFORD 


The College proposes to elect shortly to an Official Fellowship and 
Praelectorship in Economics, the appointment to commence on Octo- 
ber ist, 1948. 

The initial stipend will be determined by the age and experience 
of the successful candidate but will not be less than £650 Tr annum 
with free rooms and dinners, superannuation under the F.S.S.U., and 
(where applicable) children’s allowances. It will rise to a maximum 
of £1,300 per annum. 

Application forms may be obtained from the Provost and should be 
returned to him not later than May 10, 1948, together with the names 
of three referees. 


UNIVERSITY OF LEEDS 
DEPARTMENT OF GEOGRAPHY 


The Council will make an appointment with effect. on ist October, 
1948, to a post in Geography either on the Assistant Lecturer Grade 
(initial salary £400/£450) or on the Lecturer Grade (£550-£25-£900) 
accerding to qualifications of selected candidate.—Applications should 
reach the Kegistrar, University, Leeds, 2 (from whom further particu- 
lars may be obtained), not later than 8th May, 1948. 
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UNIVERSITY OF LEEDS 
DEPARTMENT OF ECONOMICS AND COMMERCE 
Applications. are invited for the post of Assistant Lectu i 
Economic Statistics at_an initial salary.of £400/£450 a year, with effect 
from ist October, 1948 —Application should reach the Registrar, 


University, Leeds, 2 (from whom further particulars ma b 4 
not later than 8th May, 1948. im Ao Reet comet 


Competence in Statistics will be regarded as an additional qualifiea- 
tion. The salary is £500 by £25 to £625, and on certain conditions 
being satisfied to £800, with contributory pension under the F.S.S.V. 
Applications by 22nd May, 1948. Particulars from the undersigned. 

ene aentet _ EY REA TAS G. R. COWIE, Secretary. 
BELFAST, THE QUEEN’S UNIVERSITY 
- LECTURESHIP IN ECONOMIC HISTORY 
he salary is £500 by £25 to £625 and on certain conditions being 
satisfied to £800 r annum, with contributory pension under the 
F.S.8.U. Initial cing on salary scale dependent upon experience 
and qualifications. Applications by 29th May, 1948, Particulars from 


the undersigned. 
SR OE FIR ETNIO? _ Sipaabeiche. S2haho sek salle 
ASHRIDGE. Course 14. 23rd-26th April. 7 
Work of the Red Cross—Dame Beryl Oliver; Nursing Problems— 
Marjorie Houghton; Industrial Medicine—J. A. C. Brown; Recent 
Advances in Surgery—Norman Lake. 
Course 15. 30th April-3rd May. 
The Philosophy of Marxism—Christopher Hollis; Historical Back- 
— of the Soviet Union—Leslie Paul; Russian Post-War 
i Winterton; Dilemma of Eastern Europe—Otto F 
yackaaive need £3 3s. = Course. Herts. 
pplications for enrolment to Bursar, . rkhamsted, 
Tel.: Little Gaddesden 3191. ee - 


—_— 
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INTERNATIONAL FAIR, ZAGREB, YUGOSLAVIA _- 
Buyers and Businessmen interested in commercial relations with 
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Commercial 
3400. 


Office, 195, Queen’s Gate, London, S.W 





Central, Southern and Eastern Eu Near East should 
the Zagreb International Fair, ath ttt Mage 1948. yet dls om 
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FLOATING DEBT 
(¢ millions) 


enema 


Treasury 
Bills 


Date } — 


, Tender} Tap 








Wi) hh, ooh peer 

Apr. 7 2185-0  2699-7| 613-5} ... | 1456-5 | 6954-6 

Dee, 20 2250-0) 2605-4) 306-6 6+3 | 1377-0}6545-2 
1402-5 6508-8 


» 31 2250-0 ms 3056 |... 


1948 
Jan. 10 


2220-0 ):2516+3} 317'2 |}... 113740 6427-5 


» 27 2210-0 | 2474+3) 373-7 »- | 1335-5} 6393-5 
» 24, 2200-0, 2426-6} 341-1.) —... }1330-0).6297-7 
y Oh, 2190-0) 2357-3, 371-3}... |1329-5 | 6248-1 
Feb. 7 2170-0 2351'5) 308-6 | ... | 1329-5 ' 6152-6 
» 14 2160-0 2307-4) 366-4 ... | 1294-5 | 6108-3 
» 21 2160-0, 2346-8! 447-6) ... | 1236-5 6190-9 
,, 28/2160-0'2342-q! 492-7 | 2+5 | 1201-016198-6 
Mar. 6 | 2160-0) 2667°5| 446-3}... | 1259/51 6533-3 
» 13 2160-0) 2692:2) 416-7] 6-0 | 1239-5/ 6514-4 
», 20 2160-0! 2712-5) 403-8 | 20:5 | 1249-5 6546-3 
» dl 491 0-2 | 8! 6-0 | 1291-0 | 6542-0 





TREASURY BILLS 


_& million) 











Average Per 
Amount Rate Cent 
Date of | = of Allot. | Allotted 
Tender . at 
‘ottered APPHedi noted! ment Min. 
Beta | “ Rate 
1947 } 
April 3 | 170-0 te 170-0} 10 2-60 | 43 
148 | 
Jan. 2} 190-0-}-274- 2-|.190-0.}--10--2+99 52 
» 9 | 170-0 | 285-2 | 170-0} 10 2-63 45 
” 16 | 170-0 | 251-2 | 160-0) 10 3-42 57 
ww 23 | 160-0 | 269-1 | 160-0 | 0. 2-97 46 
"30 | 160-0 | 282-7 | 150°0 | 9 11-56 36 
Feb. 6 | 150-0 276-5 | 160-0| 9 11-89 42 
» 13 160-0 | 240-2 | 170-0| 10 0-92 67 
, 20 170-0 | 266-0} 170-0} 10 0-16 52 
» 27 170-0 | 236-8 | 170-0) 10 2-41 68 
Mar. 5 170-0 | 292-7} 170-07 ©10. 1-10 40 
, 12) 170-0 |(286°3 | F700 | 101-48 45 
" 39 170-0 | 266-5 | 170-0! 10° 1°74 54 
” 25 170-0 | 300-5 | 170-0; 10 2-87 30 
Apr. 2 | 170-0" 2951 (170-0! 10,°2-49 42 


' 
{ 
} 


On April 2nd applications for bills to be paid on 
Monday, Tuesday, Wednesday, Thursday, Friday and: 
Saturday were accepted as to about 42 per cent of the 
ain int applied for at £99 17s. Sd. and applications at 

r prices were accepted in full. £170 million (maxinrum) 
of Te sasury Bills are being offered for April 9th. For the 
week ended April 16th the Banks will be asked for 
Treasury deposits to an amount of £140 million (maximum). 


NATIONAL SAVINGS 

































fs thousand) 
| Totals” 
Week Ended | Mar.31to 
1% 29, | 7'\ 15 Mar. 27, | Me ar. 27, 
ee ogee 947 1948 — | _ 1948 
Savings Certificates — Nl 7 
PONG ans aeons o> ‘ 14,000 | 4,650 | | 293, 750 
Repayments ..s......5. . | 4,200} ‘3,150 | 135, 150 
Net Savings..+sseceeeees | 9,900 | 1,500 88,600 
Defence Bonds :-—~ | 
DME, SS ive dives es ; 2,900 | 967 | 68,772 
Repayments ..,... poeees 772; 1,064 | 41,066 
Net Savings. .........0. Dr. 97 | 27,106 
Jactcinapemenscinin semaine 
P.O. and Trustee Savings 
Banks :-— 
Receipts...... devedeeics 13,074 | 12,363 | 694,713 
Repayments .......+.... 13,299: | 16,480 | 613,070 
Net Savings.....s...5 +5 [Dr 295 1° 1,883! 1.643 
i hes encassis 
Total Net Savings......... 11,803 3,286. | 202,849 
Interest on certificates repaid 738 567 i 25,327 
Interest accrued on savings 
__Temaining invested... .... be 255 | 2,287 | | 113, 570 


RETURNS 


APRIL 7, 1948 
ISSUE DEPARTMENT 





; £ 
Notes Tssned: . Govt. Debt... 11,015,100 
In Cireln. ... 1246,647,106 | Other Govt. 
In Bankg. De- Securities ... 1288,267,031 
partment... | 53,600,727 | Other Secs..., 706,780 
Coin other 
than Gold... 11,089 
Amt. of Fid, —-- 
Issue .,..... 1500,000,000 
Gold Goin and 
Bullion {at 
172s. 3d._per 
OZ, fine)... 247,833 
1300,247,8355 1300,247,833 
BANKING DEPARTMENT 
£ £ 
Capital ...... 14,553,000 | Govt. Secs..., 346,914,291 
Eh cas ace % 3,156,551 | Other Sees, : 
Public Deps.*. 11,776,243 | Discounts and 
—_—_—-—— Advances... 8,976,745 
Other Deps. : Securities... 19,302,500 
Bankers..... 308,432,368 —_———— 
Other Acets... 91,366,144 28,279,245 
399,798,512 | Notes......... 53,600,727 
CO. basswvess 490,043 
429,284,306 429,; 284 1306 


* Ineladine Exchequer, Savings Banks, Commiss« 
of National Debt and Dividend Accounts. 
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COMPARATIVE ANALYSIS 








(£ million 
2947 1918 
"3 “Apri | ae 45 April | 
Issue Dept, : a 
Notes in cirenlation whisalie eae: 911241. 0:1245-9/1246-6 
Notes in banking depart- | i 
MOA. i lice cts | 50. 3 59-2) 54- _ 53-6 
Government debt and } ! 
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* Government debt is (11,015,100, capital £14, 563,000, 
Fiduciary issue reduced from £1,350 million to £1,300, 
million on March 4, 1948. 


GOLD AND SILVER 


The Bank of England’s Official buying price for gold 
remained at 172s, 3d, per fine ounce throughout the week 
Spot castmprices were as follows :—~ 
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SECURITY PRICES AND YIELDS 


A fuller list contalahaé 370 securities appears weekly in the Records and Statistics Supplement, 
reports appear in the Supplement : 
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Notes on the following company 


Vickers; A. and S. une Cunard; C.P.R. 
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THE HONGKONG AND. SHANGHAIL 
BANKING CORPORATION 


(necot por area on the Cotony 0 Hoagtonea. 



























Cc aL euse ane FULLY PAID UP . - $20,000,000 
RESERVE S STERLING - eee ee . ‘ ‘ ‘ £6,000, 000 
RESERVE LIABILITY OF menses BERS - = $20,000,000 
ead Office : HONGKONG 
Uhies Sidi” tn Howovraste A More. ©.B.E, 
BRANCHES 
BURMA CHINA Con, INDO-CHINA MALAYA Con) NSORTH 
Rangvon Peiping Haiphoug Johore B.obru BORNEO (Con 
CE LON Shancha Saigon Kuala Sandskan 
Cotoanter Swatow JAPAN Lumpur Tawan 
CHINA Ticatsin “Kobe Matace PHILIPPLS EB 
Amoy Tsingtao Kure Muar Nhoilo 
Canton LUROPE Tokyo Penang Manila 
*Chetoo *Hamburg *Yokoham= Singapore SIAM 
Chunkine Lyon JAVA Sungei Patan Bangkok 
*Dairen HONGKONG Batavia Teluk An-ov UNITED 
Foorhow Hongk me Soura bay» NORTH KINGDOM 
Hankow Kowloon MALAYA BORNEO Lowden 
*Harbin INDIA Cameron Brunei Towr U.S.A. 
Moukden Bombay Highlaod Jesse!ton New York 
Nanking Calcutta Ipoh a Belalt San Fraocixce 


a on ro yet :e-ope 
endon Office: 9, GRA cCecHuURcH ‘STREET, E.C.3. 
BANKING BUSINESS OF EVERY KIND TRANSACTED 


A comprehensive service « Trudee and Kaecutam & Veo undertake: by the Bank 


Companies t 
GK LONDON SINGAPORE 


Truste 


HONGKONG 








DEN NORSKE CREDITBANK 


éstaditsned 1857 


Branches: Arendal, Flisa, Grimstad, Larvik, Lillesand, Manda! 


Porsgrunn, Risor, Tonsberg. 
Every Description of Banking Business transacted 
Correspondence invited 
Teiegraphic Address ~~ Creditbank ° 


Telephone: © 42 18 20 Osio 





REFUGE ASSURANCE COMPANY, LTD. 
Chief Office : OXFORD STREET, MANCHESTER, | 


ANNUAL —— EXCEEDS agen 


ASSETS EXCEE 
CLAIMS PAID EXCEED 
(1946 Accounts) 


THE CUNARD STEAM-SHIP COMPANY LIMITED — 


NOTICE IS HEREBY GIVEN that the Seyenty-first Annual General 
Meeting of THE CUNARD STEAM-SHIP COMPANY LIMITED, will 
be held in Cunard Building (Fifth Floor), Pierhead, Liverpool, on 
Wednesday, April 28, 1948, at eleven o'clock a.m. 

(1) To receive and consider the Statement of Accounts and Balance 
Sheet to December 31, 1947, with the Reports of the Directors and 
Auditors. 

(2) To sanction the declaration of final dividend for the year 1947. 

(3) To elect Directors and Auditors in place of those retiring, but 
who, being eligible, offer themselves for re-election. 

NOTICE IS ALSO HEREBY GIVEN that an Extraordinary General 
Meeting of The Cunard Steam-Ship Company Limited will be held in 
Cunard Buildin 
28th day of April, 1948, at 11.15 o'clock in the forenoon, or so soon there- 
after as the Ordinary General mecting, of the Company shall be concluded, 
when the subjoined RESOLUTIOT will be proposed as SPECIAL 
RESOLUTIONS :-— 

41) That the Capital of tne Company be increased to £14,500,020 by the 
creation of 6,400,000 additional Ordinary Shares of £1 each ranking 
for dividend and in all other respects pari passu with the existing 
Ordinary Stock in the Company and that when all or any of the 
said 6,400,000 additional Ordinary Shares shall have been issued 
and shall have been fully paid up or credited as fully paid up, 
the same shall be converted into Ordinary Stock and that such 
Stock shall be transferable only in multiples o1 £1. 

That Article 112 of the Articles of Association be amended by 

deleting from the fourth line hated the word “ four’ and sub- 
Stituting therefore the word “nin 

Ey Order of the Ma 

H. J. FLEWITT, Secretary. 


,000,000 
£181,000,000 
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Offices: Cunard Building, Liverpool. 
April 5, 1948. 


UNIV ERSITY COLLEGE OF SWANSEA 
DIPLOMA IN SOCIAL SCIENCE 


The College offers, in October, 1948, a full-time course extendi. over 
two Sessions leading to the Diploma in Social Science. For graduates 
the length of the course may be reduced to one Session. Full details 
and forms of application may be obtained from the Registrar, University 


College, Singleton-Park Swansea. 
1O8T CONSULTANT, " ehee* Cempertiense many Imdustries, offers 
/ personal service in efficient costing, economic planning and 


budgetary control for maximum production at minimum cost. Very 
moderate fees, covered many times over by savings effected.—-Alexander 
P. Norris, 114, Milkwood Road, $.E.24. Telephone: Brixton 8342. 


Bustyess “WOMAN ¥ with ‘pectetartal experience; proved organising 
and administrative ability Home and Export Trades, seeks post as 
Poremual Assistant. £450 pa. —Box 695. 


Primed ici Geest Briain by St : Coéments Press, Lto., 
at 22 Ryder Street, 7: James’s, London, S.W.1» 


(Fifth Floor), Pierhead, Liverpool, on Wednesday, the’ 


I ‘ortugal “9 vs 
U.S. Representative : 
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THE ECONOMIST, April 10, 194g. 


Representea at over 240 points 

in 4 Zealand and at 

Victoria ; Sydney, New South Wales 
Suva, Fiji; Apia, Samoa. 


Fead Office: WELLINGTON, N.Z 
P L. Porter, Generali Manager 








London Office: 
1, Queen Victoria St., E.C.4 
©. M. Samuel, Manager 
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BANK OF NOVA SCOTIA 


(Incorporated in Canada with Limited Liability.) 
Established 1832. 
General Office: Toronto, Canada, 


Paid-up Capital ...  .«.  s« aes sss wes 992,000,000 
Reserve Fund wee ae eee eee Sete oe RS 
Total Assets over ... ... sae ees wes nee, $700,000,000 


Special facilities are available to the public through the Branches 
of this Bank for the transaction of business with ae Newfoundland, 
Cuba, Puerto Rico, Dominican Republic, Jamaica and the United States 
at New York 

Address enquiries to London Branch: 

108, OLD BROAD STREET, E.C.2. 
C. G. Weestar, Manager, 





NEW BUSINESS 
CONTACTS IN CANADA 


We are prepared to give practical 

help and guidance to British business 

men in establishing new trade 
connections in Canada 


ENQUIRIES WELCOMED 
THE 


CANADIAN: BANK OF COMMERCE 


(Incorporated in Canada in 1867 with Limited Liability) 


2, LOMBARD STREET, LONDON, E.C.3. 
Head Office : TORONTO, CANADA 









‘ust published 


NATIONAL INCOME AND EXPENDITURE 


By }. E. MEADE, 
Professor of Commerce in the 
and RICHARD STO 
Director of the Department of Applied Economics, Cambridge 
6d. net, of ali Booksellers. 
BOWES AND BOWES. 


of London 





" (CAREERS, AND VOCATIONAL TRAINING.” 
your daughter. - Fullest information on 1 


A useful gift me 

70 Careers. 

—'' Women's Employment,” Terminal House, S.W.1 iti a 
UTHee ~Vues PP CAN a ne Le 


London, W.C.2. y by ‘The Boonomist Newseama, Lo, 
R.-S. Farley, 111 Broadway, New York, 6.—Saturday, “April 10, 1948. bb i. ae 





